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INTRODUCTION 

The  historic  conferences  held  in  1929  in  Paris,  The  Hague  and 
Baden-Baden  have  paved  the  v^^ay  to  the  final  setting  up  of  financial 
machinery  for  handling  war  reparations  and  the  inter-allied  debts. 
This  machinery  will  call  for  the  active  participation  of  the  investing 
public  in  all  countries.  Its  creation  vnll  mark  the  beginning  of  a 
new  epoch  in  international  finance. 

To-day  the  United  States  occupies  premier  rank  among  those 
countries  which  are  counted  upon  to  absorb  a  preponderant  share 
of  international  issues  which  the  commercialization  of  the  repara- 
tions due  from  Germany  and  of  the  inter- allied  debts  might  involve. 
There  will,  therefore,  be  the  greater  occasion  for  the  mass  of  Ameri- 
can investors,  under  such  circumstances,  to  study  the  record  of 
European  securities  during  the  past  decade  and  a  half  in  order  to 
be  able  to  appraise  such  investments  with  measurable  correctness. 
For,  while  it  is  true  that  there  exists  in  the  United  States  a  steadily 
increasing  interest  in  foreign  securities,  it  would  be  an  exaggeration 
to  assert  that  our  investing  public  in  general  appreciate,  as  the 
European  investors  appreciate,  the  qualifications  of  foreign  securities 
as  media  for  the  employment  of  capital. 

Realizing  the  need  of  answering  some  of  the  more  important 
questions  which  are  likely  to  arise  in  the  minds  of  those  who  seek 
practical  information  on  the  subject  of  European  investment,  the 
present  study  was  conceived.  It  is  oflfered  more  particularly  as  a 
practical  test  of  the  merits  of  the  theory  of  the  geographical  dis- 
tribution of  capital.  This  distribution  is  considered  especially  as  an 
insurance  contracted  by  the  investor  primarily  for  the  preservation 
of  his  principal  and  the  realizing  of  a  stable  income  irrespective  of 
intervening  periods  of  domestic  or  international  stress,  and  of  the 
changing  local  purchasing  power  of  currencies. 

While  the  author  in  preparing  this  study  treats  the  subject  in 
the  first  instance  from  the  particular  angle  of  the  American  investor, 
it  will  nevertheless  be  apparent  that  the  material  throughout  has  been 
dealt  with  also  from  the  broader  point  of  view  of  the  international 
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investor,  and  that  the  conclusions  arrived  at  may  be  applied,  on  the 
whole,  with  equal  force  to  the  problems  which  investors  everywhere 
must  face. 

The  survey  covers  the  years  1914  to  1928.  By  taking  this  range, 
the  inquiry  is  related  to  the  situation  before  the  outbreak  of  the 
world  conflict ;  the  effects  of  that  conflict  are  registered,  and  account 
is  taken  of  the  subsequent  financial  and  industrial  recovery  along  with 
developing  stabilization  of  exchanges  up  to  within  a  comparatively 
recent  date.  The  period  selected  for  the  investigation  thus  mirrors 
probably  the  most  critical  conditions  with  which  investors  in  foreign 
securities  ever  have  been  confronted. 

The  study  is  not  primarily  an  examination  of  the  values  of  the 
specific  securities  which  happen  to  be  quoted.  The  purpose  rather 
is  to  outline  certain  outstanding  features  of  well-diversified  invest- 
ment in  European  securities  and  to  establish  the  record  of  typical 
European  securities  over  the  period  mentioned  and,  with  this  record 
as  a  background,  to  clarify  some  of  the  factors  which  it  is  believed 
influence  foreign  investments  more  or  less  at  all  times. 

The  attempt  has  been  made  to  demonstrate  as  far  as  possible 
how  the  sum  of  approximately  $375,000  of  capital  invested  before  the 
world  war  in  equal  proportions  ($25,000  each)  in  thirteen  European 
countries,  and  in  the  United  States  and  Canada,  half  in  selected  bonds 
and  half  in  diversified  stocks,  actually  would  have  been  affected 
by  the  events  taking  place  between  1914  and  1928. 

The  data  and  figures  have  been  prepared,  of  course,  objectively. 
The  securities  selected  reflect,  it  is  thought,  the  choices  which  might 
have  been  made  by  impartial  and  well-informed  bankers,  or  other 
competent  investment  authorities,  in  each  of  the  countries  named. 
Advice  as  to  the  selection  of  the  various  securities  was  sought 
without  revealing  the  ultimate  purpose  of  the  survey,  so  as  to  insure 
the  obtaining  of  independent,  unbiased  opinions.  Of  course,  if  securi- 
ties other  than  those  named  had  been  taken  as  a  basis  for  the  study 
and  calculations,  different  individual  results  might  have  been  ob- 
tained. But,  although  a  certain  allowance  undoubtedly  must  be  made 
for  this  fact,  it  will  be  shown  that  even  had  different  choices  been 
made,  the  general  trend  of  the  calculations  arrived  at  would  have  been, 
on  the  whole,  essentially  the  same. 

The  task  of  collecting  all  the  data  and  figures  in  some  of  the 
countries,  especially  during  the  period  when  security  dealings  on 
the   Stock  Exchanges  were  interrupted  to  varying  degrees  because 
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of  the  War,  presented  difficulties  which  must  be  taken  into  consid- 
eration. It  is  hoped  that  the  general  conclusions  reached  will  be  of 
interest  to  investors  and  to  students  of  finance  throughout  the  world, 
and  will  also  be  of  service  in  the  origination  and  distribution  of 
foreign  securities. 

In  substance,  these  conclusions  are  as  follows : 

FIRST:  Irrespective  of  the  fact  whether  the  capital  apprecia- 
tion obtained  by  investing  in  domestic  securities  is  greater  than  by 
investing  in  foreign  securities,  the  principle  of  geographical  distri- 
bution and  diversification  is  a  sound  one  for  investors  desirous  of 
protecting  their  savings  in  time  of  peace  against  economic  reverses 
in  their  own  country,  or  against  the  risk  of  war  or  domestic  troubles. 

SECOND :  Notwithstanding  unprecedented  upheavals,  both  eco- 
nomic and  political,  during  the  period  reviewed  in  this  study,  it  is 
shown  that  by  means  of  geographical  distribution  over  a  great  num- 
ber of  countries,  and  diversification  in  bonds  and  stocks,  the  investor 
in  any  one  of  seven  countries,  out  of  a  total  of  fifteen,  would  have 
had  larger  capital  gains  through  diversified  investments  than  by 
concentrating  his  investments  at  home;  the  investor  in  any  one  of 
seven  other  countries  would  have  sustained  a  loss  through  diversifi- 
cation as  contrasted  to  home  investment ;  and  the  investor  in  one 
country  would,  through  diversification,  simply  have  maintained  the 
integrity  of  his  principal. 

This  showing  illustrates  all  the  more  remarkably  the  value  of 
diversification  because  it  covers  a  period  in  which  there  was  experi- 
enced the  greatest  depreciation  in  European  securities  that  had  been 
witnessed  in  more  than  a  century.  Had  a  study  been  made  of  a 
normal  period — say,  from  1900  to  1914 — with  comparisons  between 
the  trends  of  European  and  of  United  States  securities  during  that 
time,  the  comparisons  would  have  been  much  more  uniform  and  the 
value,  on  such  a  background,  of  geographical  distribution  of  securi- 
ties would,  of  course,  have  been  still  more  conclusively  shown.  It 
is  to  be  questioned,  however,  whether  this  value  is  not  emphasized 
to  an  even  greater  degree  on  a  background  which  must  be  considered 
abnormal. 

Some  consideration  always  must  be  given  to  the  risks  and  dangers 
of  possible  political  conflicts,  with  resulting  effects  on  securities  of 
any  nation  or  group  of  nations.  But  the  present  outlook  for  a  con- 
tinued period  of  comparative  international  political  stability  is  far 
brighter  than  at  any  other  time  in  contemporary  history.  This  very 
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fact  serves  to  heighten  the  importance  of  the  conclusion  drawn  in 
the  study  of  European  investment  herewith  submitted,  viz.,  that, 
despite  the  worst  influences  which  have  prevailed  in  Europe  for  more 
than  a  century,  safety  of  principal  would  have  been  assured  to  an 
American  investor  if  he  had  distributed  his  holdings  among  Ameri- 
can and  European  securities  over  the  given  period. 

THIRD:  If  the  results  are  considered  from  the  special  aspect 
of  return  on  the  capital  invested,  the  following  picture  is  obtained : 

The  investor  in  any  one  of  seven  countries,  out  of  a  total  of  fif- 
teen, would  have  had  a  larger  return  on  his  capital,  April  2,  1928, 
through  diversification,  than  if  he  had  limited  his  investments  to  the 
domestic  issues  of  his  own  country.  For  the  investor  in  seven  coun- 
tries the  return  would  have  been  smaller  through  diversification  than 
by  concentrating  on  domestic  issues.  In  one  country  the  income  de- 
rived from  geographically  diversified  investments  would  have  differed 
by  only  a  fraction  from  that  obtained  on  domestic  securities. 

FOURTH :  The  results  of  the  study  show,  as  far  as  the  Ameri- 
can investor  is  concerned,  that  geographical  distribution  and  diversi- 
fication could  have  been  obtained,  only  by  sacrificing  the  greater  part 
of  the  capital  appreciation  registered  in  American  securities  during 
1914-1928.  Indeed,  had  the  investor  restricted  his  holdings  to  domes- 
tic securities  instead  of  investing  the  greater  part  of  his  capital 
abroad,  his  principal  would  have  increased  by  April  2,  1928,  by 
69.89%,  while  by  investing  it  in  fifteen  different  countries,  the  in- 
vestment would  have  shown  a  gain  of  only  3.62%.  By  taking  into 
account  stock  quotations  up  to  the  first  part  of  1929,  this  disparity, 
though  not  so  great  proportionally,  still  is  shown,  for,  at  that  time, 
the  average  appreciation  of  diversified  stocks  in  fifteen  different 
countries  since  1914  had  risen  to  73.41%,  while  the  average  gain  of 
equities  in  the  United  States  had  amounted  to  180%.  However,  later 
events  in  individual  countries  have  gone  far  to  show  the  wisdom  of 
geographical  diversification  in  securities. 

The  failure  to  realize  the  appreciation  shown  on  American  securi- 
ties from  1914  to  1928  would  have  been  compensated  in  part  by  the 
larger  average  return  on  the  capital  invested  in  geographically  diver- 
sified securities,  which  gain  equals,  as  will  be  .seen,  16.8%  of  the 
annual  income.* 

•  If  we  ca{>italize  the  difference  in  income  between  American  and  diversified  securities 
of  0.61%,  we  find  that  the  total  appreciation  of  diversified  securities,  taking  into  account 
the  additional  annual  income,  is  18.62%  as  against  69.89%  for  the  investment  in  American 
securities. 
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During  the  severe  drop  on  the  New  York  Stock  Exchange,  regis- 
tered in  October  and  November,  1929,  the  value  of  the  American 
stocks  considered  in  this  survey  declined  (closing  prices  of  No- 
cember  14,  1929,)  to  $22,571.20,  equivalent  to  a  net  depreciation 
of  35.35  per  cent  since  May  9,  1929.  It  is  a  remarkable  coincidence 
that  the  market  value  of  these  stocks  at  the  closing  on  November 
14,  1929,  was  only  7.01  per  cent  below  their  market  value  on  April 
2,  1928;  and,  therefore,  the  conclusions  in  the  present  study  (as 
based  on  the  situation  prevailing  in  April,  1928),  in  so  far  as  they 
relate  to  American  and  European  stocks,  are  practically  applicable  to 
the  situation  in  November,  1929. 

The  reader  will  notice  that  the  total  decline  registered  by  the 
European  stocks  considered  in  the  survey  for  the  ten  years  from 
January  2,  1914,  to  October  14,  1924,  was  25.76  per  cent.  This  de- 
cline compares  with  the  decline  in  selected  representative  Ameri- 
can stocks  of  35.35  per  cent  from  May  9,  1929,  to  November  14, 
1929. 

FIFTH :  When  comparing  the  average  yield  of  American  securi- 
ties with  the  average  yield  of  geographically  diversified  investments 
as  assumed  in  this  study,  the  results  are  as  follows : 

On  April  2,  1928,  an  investment  in  American  bonds  and  pre- 
■f erred  stocks,  such  as  we  have  taken  as  a  basis  for  our  survey, 
would  have  yielded  an  income  at  the  annual  rate  of  4.38%. 

If  the  same  amount  of  capital  had  been  invested  in  bonds  in 
thirteen  different  countries  of  Europe  and  the  United  States  and 
Canada  in  equal  proportions,  the  interest  collected  would  only  have 
amounted  to  3.75%  yearly:  the  return  on  American  bonds  and  pre- 
ferred stocks  was  higher  at  that  time  than  on  foreign  securities  of 
a  similar  nature. 

Capital  invested  on  April  2,  1928,  in  the  list  of  American  stocks 
selected  by  us  would  have  shown  a  cash  yield  in  terms  of  dividends 
at  the  rate  of  2^%  yearly,  while  stocks  of  fifteen  different  countries 
at  the  same  date,  would  have  gained  an  annual  income  at  the  rate  of 
4.71%:  the  return  on  foreign  stocks,  it  is  thus  shown,  would  have 
been  approximately  64%  higher  than  the  return  on  domestic  stocks. 

Comparing  the  combined  results  of  an  investment,  in  both  bond 
and  stocks,  it  appears  that  the  American  securities  considered  by  us, 
would  have,  on  April  2,  1928,  yielded  an  average  annual  income  of 
3^%,  while  an  investment  in  bonds  and  stocks  of  thirteen  European 
countries,  combined  with  securities  of  the  United  States  and  Canada, 
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would  have  shown  an  annual  income   for  the  investor  at  the  rate 
of  4.23%. 

SIXTH :  While  the  conclusions  of  this  study  are  entirely  de- 
rived from  a  comparison  of  investments  made  early  in  1914,  it  should 
not  be  overlooked  that  the  fortunate  investor  who  decided  in  October, 
1924  (i.e.,  at  the  time  when  the  reconstruction  period  in  Europe 
may  be  said  to  have  definitely  set  in),  to  invest  in  the  very  same 
stocks  (in  fifteen  different  countries)  as  are  considered  in  the  sur- 
vey, would  have  increased  his  capital,  in  the  following  remarkable 
proportions,  if  he  had  disposed  of  the  securities  during  the  first  half 
of  1929: 

Value  Stocks         Market  Value      Percentage 
Country  Oct.  14, 1924        First  Half  1929       Increase 

Austria    $  1,292.91  $  3,212.36  148.46 

Belgium  6,046.05  10,890.60  80.10 

Denmark    8,494.68  10,055.05  18.36 

England 16,125.00  75,106.19  365.77 

France   3,980.19  7,507.20  88.62 

Germany    3,558.10  10,761.93  202.44 

Holland    12,865.90  21,369.60  66.10 

Hungary    1,086.00  2,798.58  157.70 

Italy  5,016.00  5,517.95  10.00 

Norway   10,827.79  19,455.76  79.68 

Spain   10,544.80  13,778.75  30.67 

Sweden    9,141.00  12,569.55  37.50 

Switzerland  11,402.25  14,963.15  31.23 

Canada    20,862.50  56,864.00  172.57 

U.  S.  of  America 16.359.00  34,918.37  113.45 

Total $137,602.17  $299,769.04  117.85 

The  average  gain  as  reflected  by  tiie  above  figures,  for  the  thirteen 
European  countries,  was  107.209f  as  against  146.59%  average  gain 
for  the  United  States  and  Canada.  Of  course,  the  difference  between 
the  two  figures  has  been  reduced  as  a  result  of  the  recent  drastic 
decline  of  American  stock  values. 

Thanks  are  due  to  friends  and  valued  correspondents  of  the 
author  for  their  cordial  cooperation  and  ready  assistance  in  obtaining 
or  reviewing  much  of  the  information  included  in  this  study.  Natu- 
rally, the  author  is  solely  responsible  for  the  presentation  of  the 
information,  the  comment  and   the  conclusions. 

S.  Stern. 
New  York,  November,  1929. 
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FOURTEEN  YEARS  OF  EUROPEAN 
INVESTMENTS 

1914-1928 


Chapter  I 

1914-1928:  A  CRUCIAL  TEST  OF  EUROPEAN 
INVESTMENTS 

During  the  past  decade  and  a  half,  we  have  entered  upon  a  new 
era  of  investment.  The  United  States  has  taken  a  leading  place 
among  the   countries   which,   owing  to   their   wealth   and  economic 
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power,  are  playing  an  active  part,  through  large  scale  exportation 
of  capital,  in  world  financing.  Though  lacking  traditional  standards 
of  our  own  and  having  to  develop,  in  a  relatively  short  time,  ade- 
quate organizations  to  direct  our  excess  funds  into  the  proper  chan- 
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nels  of  foreign  investment,  we  have  been,  so  far,  fairly  successful  m 
this  new  and  important  role. 

Our  total  capital  invested  abroad — not  counting  the  so-called  allied 
debts — now  reaches  the  enormous  aggregate  of  more  than  $15,000,- 
000,000  (exclusive  of  government  advances).  This  is  by  far  the 
largest  amount  of  American  foreign  investments  that  ever  has  figured 
in  our  national  balance  sheet.* 

Five  Billions  Invested  in  Europe 

According  to  figures  prepared  by  Dr.  M.  Winkler  and  published 
by  the  Foreign  Policy  Association,  Information  Service,  this  invest- 
ment of  fifteen  billion  dollars  is  distributed  as  follows : 

America's  Foreign  Investments 
(in  thousands  of  dollars) 

Region  1928 

Europe    $  4,798,000 

Canada    4,120,000 

South  America    2.513,000 

Central  America  (including  Cuba,  Mexico 

and  West  Indies) 2.954,000 

Australasia 841,000 

Miscellaneous 375.000 

Total $15,601,000 

The  total  American  investment  in  Europe  is  the  largest :  $4,800,- 
000,000.  These  five  billions  of  European  investments  are  held  very 
widely  throughout  the  United  States  by  financial  institutions,  invest- 
ment trusts,  private  investors  and  industrial  concerns  owning  par- 
ticipations in  European  enterprises. 

Foreign  securities  publicly  offered  in  the  United  States  during 
1928,  according  to  figures  published  by  the  Bureau  of  Foreign  and 
Domestic  Commerce  aggregated  about  $1,488,000,000.  The  purchase 
by  United  States  investors  of  foreign  internal  securities,  such  as 
those  with  which  the  present  study  deals,  are  not  included  in  these 
figures,  nor  are  the  purchases  of  foreign  enterprises  by  American 
corporations  representing  the  investment  of  additional  capital  for 
expansion  of  existing  American  enterprises  located  in  foreign  coun- 

•  As  a  matter  of  comparison,  in  1914,  Great  Britain,  according  to  estimates  of  Sir 
George  Paish,  had  invested  in  foreign  securities  from  $18,000,000,000  to  $20,000,000,000. 
an  amoum  figured  to  he  one  quarter  of  her  total  savings  at  that  time.  In  1914,  France 
is  believed  to  have  held  $8,000,000,000  of  foreign  securities  and  Germany,  from  $5,000,- 
000,000  to  $6,000,000,000. 
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tries  unless  securities  were  publicly  offered  for  such  purpose.  The 
list  of  the  European  securities  (Governmental  and  Corporate)  pub- 
licly offered  in  the  United  States  during  1928  is  as  follows : 

Country  Total 

Austria    $     3,5CX),000 

Belgium    14,275,000 

Bulgaria    9,000,000 

Denmark     61,500,000 

Finland  18,000,000 

France 17,250,000 

Germany     292,476,500 

Great  Britain 24,577,500 

Greece 15,000,000 

Hungary  26,450,000 

Ireland    875,000 

Italy    65,462,500 

Norway 44,000,000 

Poland    17,000,000 

Sweden 29,070,000 

Switzerland    12,480,000 

$650,916,500 

Foreign  financing  in  American  markets  during  the  first  nine 
months  of  1929  is  estimated  to  have  aggregated  $568,500,000  or 
about  60%  of  the  total  for  the  same  period  in  1928. 

The  following  table  shows  the  increase  in  foreign  securities  pub- 
licly offered  in  the  United  States  since  1914: 

Number  of  Total  Nominal 

Period                               Issues  Capital 

1914 19  $     37,722,750 

1915 ^7  833.494.614 

1916 104  1.131.080,264 

1917 64  718,147.450 

1918 30  29,715,000 

1919 81  813,244,700 

1920 105  636,191,357 

1921 109  675,112.963 

1922 136  828,399,284 

1923 73  495.662,100 

1924 129  1,219,541.687 

1925 156  1,329,920,750 

1926 214  1,318,554,850 

1927 253  1,592.595,760 

1928 220  1,487,861.680 
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Of  course,  there  are  pitfalls  for  the  unwary  in  embracing  for- 
eign loans  and  participating  in  foreign  industrial  undertakings,  but 
hitherto  we  have  been,  on  the  whole,  fortunate  enough  to  avoid 
serious  mistakes.*  This  fact  is  the  more  remarkable  as  the  period 
between  1914  and  1928  has  been  characterized  abroad  by  the  most 
revolutionary  financial  events  ever  witnessed ;  such  events  as  depre- 
ciation of  currencies,  cancellation  of  debts,  migration  of  capital  from 
one  country  to  another  in  quest  of  a  safe  resting  place,  together  with 
the  subsequent  recoveries  in  exchange,  the  reemergence  of  sound 
money  standards  and  the  upturn  ifi  foreign  industry,  to  mention  only 
some  of  the  high  lights. 

A  Criterion  for  the  Future 

Because  of  the  confusing  multiplicity  of  these  happenings,  it  has 
seemed  to  the  author  that,  while  our  grasp  of  recent  developments 
still  is  relatively  keen,  it  would  be  worth  while  to  proceed  to  a  test 
of  the  theory  of  geographical  distribution  of  investments  against 
the  background  of  a  most  remarkable  period  of  financial  history. 

It  must  be  borne  in  mind  in  this  connection  that,  broadly  speak- 
ing, the  principle  of  geographical  distribution  and  diversification  of 
investments  is  not  fundamentally  concerned  so  much  with  the  ques- 
tion whether  for  a  period  of  years  the  gains  made  in  domestic  in- 
vestments might  be  larger  than  those  made  in  foreign  securities. 
The  point  is  whether  it  is  not  preferable  and,  in  the  long  run  whether 
it  is  not  safer  to  spread  one's  investments  over  a  number  of  countries 
and  continents,  rather  than  to  limit  them  to  one  country,  however 
tempting  the  latter  policy  may  be,  both  from  the  point  of  view  of 
amour  proprc  and  patriotism,  as  well  as  convenience  and  closer  knowl- 
edge of  the  nature  and  prospect  of  the  investment. 

In  order  to  reach  some  conclusions  as  to  advisable  policy  and 
conduct  in  future  years,  it  has  seemed  {particularly  opportune  to  ask 
the  question — and  if  possible  to  answer  it — 

How  would  an  investor  have  fared  if  he  hod  invested  $25,000 
early  in  1914  in  caeh  of  the  following  countries: 

Spain 
Sweden 
Switzerland 
Canada 
United  States 

•  It  has  been   assorted   that  only   two  of  niir  foreiRn   borrowers  have  dcfaultfd,   namely, 
a   small    industrial    plant    in    Europe  and    a   (K)>»rtment   of   a   South    American    Republic 


Austria 

Germany 

Belgium 

Holland 

Denmark 

Hungary 

I'3ngland 

Italy 

France 

Norway 

The  Survey  and  Its  Results 

The  countries  selected  make  the  Hst  sufficiently  comprehensive. 
Russia,  for  obvious  reasons,  has  not  been  included  in  this  survey, 
although  some  Russian  bonds  naturally  have  been  given  a  place  in 
the  list  of  security  holdings,  which  might  have  been  recommended  in 
France  in  1914. 

Although  not  considered  in  the  survey,  it  has  been  thought  ad- 
visable to  present,  with  other  material  in  the  appendix,  data  relating 
to  the  recent  position  of  stocks  and  bonds  in  the  other  European 
countries,  such  as  Bulgaria,  Esthonia,  Finland,  etc. 

If,  notwithstanding  the  epochal  changes  which  have  taken  place 
during  the  past  fifteen  years  in  the  finances  of  many  of  these  coun- 
tries, it  can  be  shown  that  the  capital  so  invested  was  not  reduced, 
but  indeed  in  the  aggregate  had  increased,  the  theory  of  the  geo- 
graphical distribution  of  capital  may  be  said  to  have  stood  its  most 
trying  test;  and  one  of  the  most  important  objections  to  its  per- 
manent inclusion  in  the  policy  of  the  average  investor  may  be  con- 
sidered to  have  been  answered. 

Before  presentation  of  the  methods  used  in  applying  the  test  of 
geographical  distribution  and  diversification  of  investments,  and  de- 
veloping what  the  present  inquiry  has  shown,  it  has  seemed  to  the 
author  that  it  would  be  pertinent  to  consider  certain  matters  im- 
portantly linked  to  the  general  subject.  These  topics  "Advantages  of 
Foreign  Investments  for  a  Creditor  Country,"  "Advantages  of  For- 
eign Loans  to  a  Debtor  Country"  and  "The  Currency  Risk  in  Foreign 
Securities,"  are,  therefore,  discussed  in  the  succeeding  three  chapters. 


Chapter  II 

ADVANTAGES  OF  FOREIGN  INVESTMENTS  FOR 
A  CREDITOR  COUNTRY 

Useful  Exchange  Reserve 

For  any  country,  the  investment  of  a  part  of  its  national  assets 
in  foreign  securities  is  a  necessary  offset  to  the  short-term  deposits 
which  may  be  attracted  to  its  markets  because  of  temporary  fluctua- 
tions in  money  rates.  The  records  show  that  since  1914  capital  to  a 
very  considerable  extent  has  departed  from  sedentary  habits  and  has 
acquired,  probably  more  than  in  any  preceding  period  in  history, 
what  might  be  termed  a  wandering  spirit.  Short-term  deposits  present 
disadvantages  as  well  as  advantages  to  the  markets  that  attract  them ; 
as  a  matter  of  fact,  their  presence  and  the  possible  risk  of  their 
withdrawal  have  been  among  the  factors  which  in  this  country  have 
contributed  recently  to  increasing  the  concern  resulting  from  the 
then  steady  rise  in  interest  rates  on  stock  exchange  collateral. 

It  is  well  known  that,  since  the  depreciation  of  the  exchange  in 
Europe,  Europeans  have  sent  to  the  United  States,  from  time  to 
time,  part  of  their  liquid  capital  or  their  permanent  savings,  just  as 
in  former  years  such  capital  or  savings  were  placed  in  England, 
Switzerland  or  Holland,  by  residents  of  other  European  countries. 
The  amounts  so  invested  here,  temporarily  or  permanently,  have 
reached  very  large  figures.  In  addition,  the  European  banks  of  issue, 
such  as  the  Bank  of  F'rance,  the  Reichsbank,  the  National  Bank  of 
Belgium,  etc.,  either  directly  or  indirectly  have  held,  or  are  holding, 
part  of  their  exchange  reserves  in  the  United  States  in  the  form  of 
fixed  time  deposits  with  the  banks,  or  as  investments  in  bankers' 
acceptances. 

The  possibility  of  the  withdrawal  or  reduction  of  short-term 
deposits  by  foreigners  in  the  form  of  actual  gold  shipments  from 
our  shores  always  is  present.  This  possibility  has  been  one  of  the 
factors  influencing  the  movements  of  our  money  market.  According 
to  statistics  published  by  the  Finance  and  Investment  Division  of 
the  United  States  Department  of  Commerce,  based  on  returns  of 
188  leading  international  banking  houses  located  in  American  cities, 
including  the  Reserve  Banks,  all  large  private  bankers  and  the  prin- 
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cipal  foreign  agencies  in  New  York,  the  American  exports  and  im- 
ports of  short-term  capital  in  1928  were  estimated  as  follows: 

Due  from  "Foreigners" :  ^  Dec.  31, 1928 

1.  American  deposits  with  foreigners $    198,050,000 

Short-term  loans  to  foreigners : 

2.  Liabilities  of  American  banks  for  unmatured  bills 
drawn  by  foreigners  and  accepted  bv  American 

banks  2    \ 519,124,000 

3.  Estimated  amount  of  liabilities  of  American  banks 
for  unmatured  bills  drawn  by  Americans  to 
finance  American  exports  and  accepted  by  Ameri- 
can banks,  respectively,  $287,587,000  and  $361,- 
943,000  3 

4.  Overdrafts  by  foreigners 260,643,000 

5.  Other  short-term  loans  and  advances 341,006,000 

6.  American  short-term  funds  "put  out"  (in  foreign 

money  markets)  28,224,000 

Total  short-term  funds  due  from  abroad 1,347,047,000 

Due  to  Foreigners: 

7.  Foreign  deposits  with  Americans 1,750,943,000 

Short-term  borrowings  from  foreigners : 

8.  Outstanding  volume  of  unmatured  bills  drawn  by 
American   banks   and   their   customers,   accepted 

abroad,  and  discounted  there  (as  estimated)*...         102,900,000 

9.  Outstanding  volume  of  American  guarantees  of 
acceptances  executed  by  foreign  banks  for  the 
account  of  American  importers,  respectively,  $29,- 
952.000  and  $49,913,000  ^ 

10.  Overdrafts  by  American  banks 36,439,000 

11.  Other  short-term  borrowings   12,100,000 

Foreign    funds    "put    out"     (in    the    American 

market)  : 

12.  Into  American  acceptances 569,581,000 

13.  Into  brokers'  loans 207,479,000 

14.  Into  Treasury  certificates 174,200,000 

15.  Into  other  short-term  loans 8,065,000 

Undiscounted  foreign  drawn  acceptances : 

(Held  for  collection  by  American  banks) ^ 123,434,000 

Total  short-term  funds  due  to  foreigners $2,985,141,000 

^  The  foreign  branch  of  an  American  bank  is  a  foreigner;  an  American  branch  of  a 
foreign   bank   is  an    American. 

-  Regarded   as  an   offset   to   foreign   deposits   in   American   banks. 

'  These  represent  American  loans  to  American  exporters.  The  credit  extended  to 
foreigners  is  regarded  as  mercantile  credit  (relating  to  invoice  terms)  rather  than  inter- 
national banking  credit. 

*  Regarded  as  an   offset  to  American   deposits  in   foreign  banks. 

"*  Like  Item   5,   these   loans  relate  to   mercantile   credit  rather  than  to  banking  credit. 

'  A  corrective   entry   offsetting   Item   2   of  the   statement. 
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The  official  survey  concludes  that  $1,638,000,000  was  held  on 
balance  in  the  United  States  by  foreigners. 

The  greater  the  amount  of  foreign  capital  placed  here  temporarily 
the  more  the  obligation  rests  with  us,  as  a  nation,  to  create  in 
turn  a  reserve  in  the  form  of  investments  abroad,  whether  they  be 
short-term  loans,  purchases  of  foreign  currency,  bonds  and  stocks. 
or  permanent  partnership  or  stock  interests  in  foreign  enterprises. 
Such  a  reserve  can  be  drawn  upon,  if  necessary,  in  order  to  facilitate 
the  settlement  of  our  foreign  accounts.  It  is  possible  thus  to  defend 
our  gold  reserve  against  demands  resulting  from  foreign  needs,  and 
to  have  an  ample  contingent  fund  against  resale  to  us  of  American 
securities  owned  by  foreigners — in  other  words,  to  iirotect  the  sta- 
bility of  the  U.  S.  dollar. 

Ordinarily,  when  the  question  of  the  possible  inflow  or  outflow 
of  gold  is  brought  up,  only  the  short-term  credit  position  is  con- 
sidered as  influencing  the  possible  importation  or  exportation  of  the 
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yellow  metal  from  the  United  States.  Time  and  again  it  is  forgotten 
that,  in  case  of  a  marked  gold  outflow,  actual  or  potential,  the  nation, 
in  order  to  balance,  if  necessary,  its  foreign  accounts,  could  draw 
on  its  stock  of  those  securities,  bonds  or  shares,  which  are  issued 
either  in  foreign  currencies  or  payable  both  in  U.  S.  dollars  and  some 
other  currency.  The  usefulness  of  such  assets  in  time  of  war  is 
obvious;  indeed,  the  Great  War  gave  many  instances  of  the  wisdom 
of  having  such  reserves. 

Increased  Merchandise  Exports 

The  criticism  has  been  directed  against  foreign  investment  that 
it  deprives  home  industries  and  commercial  and  agricultural  interests 
of  capital,  or,  at  any  rate,  increases  the  cost  of  such  capital.  In  answer 
to  this  argument  it  has  been  pointed  out  that  this  is  a  natural  flow 
confirmed  by  the  fact  that  the  enhanced  export  of  dollars  during 
the  past  years  has  coincided  with  an  increase  in  our  exports.  (See 
graph  on  Page  10.)  It  is  to  be  noted  also  that  by  far  the  largest 
proportion  of  our  foreign  investments  during  the  last  few  years 
was  made  when  call  money  rates  in  the  United  States  were  more  or 
less  stable  and  normal,  while  a  distinct  reduction  in  the  purchase 
of  foreign  securities  was  noticed  as  soon  as  our  call  money  rates 
began  to  reach  levels  comparing  unfavorably  with  the  yield  on  for- 
eign investments.  (See  Table  51,  Page  256.) 

That  the  continuing  favorable  balances  of  trade  of  the  United 
States  are  being  made  possible  by  our  large  foreign  loans  and 
investments  abroad,  has  been  emphasized  in  the  report  made  a  short 
while  ago  by  the  Committee  on  Recent  Economic  Changes,  of  which 
President  Hoover  was  Chairman.  This  report  summarizes  the  foreign 
situation  and  its  effect  on  American  industry  as  follows : 

"Large  exports  have  been  made  possible  by  the  great  volume 
of  foreign  credits  placed  in  this  country,  with  resulting  stimulus  to 
export  industries. 

"A  long  period  of  easy  money  rates  in  New  York  and  uncertain 
currency  conditions  abroad  resulted  in  a  development  of  financial 
prestige  for  the  United  States,  causing  foreign  balances  substantially 
to  increase  and  gold  imports  to  grow. 

"There  was  a  resulting  stimulus  to  speculation  and  to  business 
arising  from  easy  and  plentiful  short-time  money. 

"This  resulted  in  a  further  lowering  of  interest  rates  throughout 
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Graphs  Showing  Total  Values  of  Stocks  and  Bonds,  on  Dates 
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the  country  and  a  resulting  stimulus  to  business  and  to  investment 
in  our  domestic  as  well  as  foreign  securities. 

"Finally,  the  heavy  and  rapidly  increasing  payments  required 
of  foreigners  combined  with  the  maintenance  of  our  high  tariff 
policy  are  forcing  slowly  and  gradually,  but  none  the  less  surely, 
an  even  wider  separation  in  prices  at  home  or  al)road,  with  a  result- 
ing rapid  increase  in  the  expenditures  of  American  tourists  abroad 
and  the  migration  of  American  industry  to  many  foreign  countries." 

In  some  quarters,  the  opinion  has  been  expressed  that  the  expor- 
tation of  American  capital  enables  foreign  laborers  to  compete  with 
American  laborers,  and  that  the  restoration  of  European  industry 
with  American  capital  would  bring  about  severe  competition  to  Amer- 
ican industries,  not  only  abroad  but  also  in  the  domestic  market. 
Dr.  Marcus  Nadler,  of  the  Institute  of  International  Finance,  has 
answered  these  objections  in  the  following  terms : 

"The  fact  that  American  wages  and  the  American  standard  of 
living  are  not  only  holding  their  own,  but  are  steadily  increasing 
and  by  far  surpass  those  of  any  nation  of  the  world ;  the  fact  that 
American  export  trade  is  not  only  not  decreasing  but  continually 
expanding,  particularly  as  regards  manufactured  commodities,  in 
which  American  industry  comes  into  direct  competition  with  Euro- 
pean manufacturers ;  all  indicates  that  these  adverse  prophecies  were 
without  foundation.  Not  only  did  the  foreign  loans  issued  in  the 
United  States  not  affect  American  trade  adversely  .  .  .  they  had  a 
beneficial  affect  on  the  lending  as  well  as  the  borrowing  nation.  .  .  . 
The  economic  restoration  of  Europe  did  not  injure  American  trade 
abroad  and  did  not  affect  the  welfare  of  the  American  laboring  class, 
because  through  the  restoration  of  Europe  and  the  increased  pros- 
perity of  South  America,  the  purchasing  power  of  millions  of  people 
was  increased  and  with  it  goes  an  increased  demand  for  American 
commodities." 

An  Official  Policy  in  Foreign  Investment 

The  question  has  been  raised  as  to  how  the  maximum  amount 
which  a  nation  safely  may  lend  to  foreign  borrowers  can  be  deter- 
mined. To  a  certain  extent,  the  same  basic  conditions  which  limit  a 
bank  or  private  individual  in  extending  credit  may  be  applied  to  the 
world-wide  financial  activities  of  a  nation.  Just  as  a  bank's  total 
loans  must  be  soundly  proportioned  to  the  amount  of  its  resources 
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as  represented  by  capital,  surplus  and  deposits,  so  a  creditor  nation 
must  keep  the  total  amount  of  its  foreign  loans  and  investments  well 
within  the  lines  where  either  temporary  or  prolonged  inability  of  the 
debtors  to  meet  their  obligations  will  not  embarrass  it  or  create 
conditions  at  home  which  would  unfavorably  react  on  normal  domestic 
development  and  prosperity. 


The  Need  of  National  Balance  Sheets 

Thanks  to  the  example  set  by  the  U.  S.  Department  of  Com- 
merce, the  presentation,  for  the  investor,  and,  indeed,  for  all  in- 
terested, of  national  balance  sheets  showing  probable  annual  foreign 
revenues  and  expenditures,  has  been  conspicuously  advanced.  Cer- 
tainly the  necessity  for  having  precise  and  reliable  data  in  this  respect, 
both  to  protect  foreign  exchange  and  to  serve  as  a  foundation  for 
settled  policies,  has  become  more  and  more  apparent  to  leading  banks 
of  issue  and  ministries  of  finance.  It  is  through  such  data  that  it 
can  be  determined  in  principle,  at  least  tentatively,  how  long,  by 
means  of  loans  obtained  abroad,  a  debtor  country  can  cover  annual 
deficits  in  required  payments  on  foreign  obligations,  in  the  face  of 
mounting  interest  and  sinking  fund  charges  on  its  foreign  indebted- 
ness of  every  character.  Such  mounting  charges  might  be  viewed 
with  a  degree  of  equanimity  if  a  debtor  nation  could  anticipate  rea- 
sonably in  the  near  or  distant  future  a  decided  and  lasting  improve- 
ment in  its  trade  balance,  due  to  the  opening  up  of  new  centers  of 
production  and  markets  either  within  its  own  or  within  the  bound- 
aries of  neighboring  or  other  countries. 


15 


Fourteen  Years  of  European  Investments 


Graphs  Showing  Total  Values  of  Stocks  and  Bonds,  on  Dates 
Specified,  in  Belgium,  England,  France  and  Italy 
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Chapter  III 

ADVANTAGES    OF    FOREIGN    LOANS    TO    A 
DEBTOR  COUNTRY 

One  of  the  most  important  financial  developments  of  the  last 
decade — reestablishment  of  the  gold  reserves  of  European  banks 
of  issue — has  been  rendered  possible  by  the  generous  and  free  move- 
ment of  capital  from  the  United  States  to  Europe.  This  replenish- 
ment of  European  capital  may  be  attributed  directly  to  the  purchase 
of  foreign  securities  by  citizens  of  the  United  States.  It  is  true  that, 
as  has  already  been  mentioned,  some  of  the  capital  thus  exported 
had  been  previously  deposited  or  invested  in  the  United  States  by 
foreign  banks  of  issue  and  by  foreigners  for  short  terms,  and  was 
repatriated  after  stabilization  of  European  currencies  had  taken  place. 
But  the  larger  part  of  gold  shipments  from  the  United  States  to 
Europe  can  be  traced  to  the  investment  of  American  capital.  This 
investment  resulted  in  credit  balances  in  the  United  States  in  favor 
of  European  borrov\^ers,  which  balances  were  converted  into  gold  and 
shipped  to  foreign  banks  of  issue.  Thus,  without  creating  a  favor- 
able export  balance,  European  countries  were  enabled  to  secure  re- 
serves permitting  them  to  acquire  in  the  United  States  the  gold 
needed  in  order  to  place  their  paper  currencies  on  a  sound  basis. 

The  Question  of  Property  Ownership 

A  certain  amount  of  apprehension  has  been  expressed  abroad  as 
a  result  of  the  increasingly  large  ownership  by  Americans  of  stocks 
in  foreign  companies.  There  has  been  frank  expression  of  concern 
over  the  possibility  of  American  control  of  foreign  enterprises.  On 
the  other  hand,  even  in  the  centers  most  afifected,  arguments  have 
not  been  lacking,  especially  on  the  part  of  bankers  and  economists, 
that  no  distinction  should  be  made  between  domestic  and  foreign 
stockholders. 

Evidently  it  is  a  case  of  reconciling  seemingly  divergent  interests. 
In  all  the  discussion  it  must  not  be  overlooked  that  a  number  of 
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European  countries  are  faced  with  the  necessity  of  paying  their 
annual  balances,  due  on  debts,  to  the  United  States.  If,  to  meet  these 
payments,  they  cannot  increase  materially  their  exports  of  merchan- 
dise, or  settle  in  gold,  it  would  seem  to  be  imperative  that  they  must 
encourage  greater  investment  by  Americans  within  their  own  bound- 
aries. Certainly  most  European  countries  need  additional  permanent 
working  capital  for  their  protection,  so  long  as  the  tempo  of  saving 
is  so  slow  and  the  volume  thereof  so  entirely  inadequate.  An  obvious 
way  for  them  to  obtain  this  capital  is  to  convert,  as  opportunity  may 
present  itself,  their  heavy  short-term  indebtedness  into  long-term 
loans.  Much  the  same  end  would  be  attained  by  their  inviting  Ameri- 
can finance  more  and  more  to  participate  in  their  enterprises  through 
actual  stock  ownership. 

After  all,  the  policy  pursued  to-day  by  American  banking  and 
industry  in  going  into  foreign  fields  is  analagous  to  that  adopted 
more  than  a  generation  ago  by  English,  French,  Belgian,  Italian, 
Swiss,  and  German  capitaHsts,  when  they  transferred  excess  funds 
to  the  United  States,  Canada,  South  America  and  the  Far  East  to 
purchase  an  important  part  (if  not  the  majority  part,  then  practi- 
cally the  controlHng  interest)  of  a  considerable  number  of  railways, 
power  plants,  port  equipment  and  varied  industries. 

Liquidation  of  War  Cost 

The  free  international  circulation  of  capital  is  an  essential  adjunct 
to  the  freedom  of  trade  and  only  very  grave  emergencies  could  serve 
as  justification  for  hindering  its  movement.  Capital  is  loath  to  sur- 
mount obstacles  in  the  nature  of  barriers  set  up  between  countries. 

We  are  about  to  enter  the  final  stage  of  complete  liquidation  of 
the  cost  of  the  war.  The  desire  of  capital  freely  to  respond  on  a 
remunerative  basis  to  sound  demands  upon  it  may  be  a  very  powerful 
factor  in  this  liquidation.  Something  of  this  thought,  no  doubt,  has 
actuated  those  charged  with  the  establishment  of  a  world  financial 
organization  in  the  form  of  the  Bank  for  International  Settlements 
to  facilitate  the  payment  of  international  obligations.  If  the  complete 
or  partial  mobilization  of  reparations  and  allied  debts  involves  indeed 
the  sale  of  bonds  prior  to  the  transfer  of  proceeds  to  various  coun- 
tries, an  ai)peal.  on  an  immense  scale,  to  international  capital  will 
have  to  be  made.  This  api^eal,  first  of  all.  would  have  to  be  ba.sed 
on  the  safety  of  the  investment  and.  at  the  same  time,   would  be 
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postulated  on  the  continued  free  circulation  of  capital,  irrespective  of 
frontiers. 

The  world-wide  interest  in  the  formulation  of  plans  for  the  Bank 
for  International  Settlements  is  proof  of  the  importance  of  this  new 
instrumentality  and  of  the  possibilities  inherent  in  the  wise  develop- 
ment of  the  institution.  Its  place  as  a  clearing  house  for  recognized 
international  debts  would  seem  to  be  assured ;  how  much  further  it 
may  properly  go  in  the  realm  of  international  finance  remains  to  be 
determined.  Its  evolution,  if  happily  freed  from  narrow  political  or 
selfishly  national  interests,  may  be  in  the  line  of  a  cohesive  force 
bringing  countries  together  in  wise  financial  policies  for  the  gen- 
eral welfare.  Great  talents  have  gone  into  its  inception  and  the  deter- 
mination of  its  functions.  But  an  enterprise  of  such  magnitude  re- 
quires time  and  continued  eflFort  for  the  establishment  of  its  scope 
and  the  working  out  of  its  details. 
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Specified,  in  Denmark,  Holland,  Norway,  Spain,  Sweden 

and  Switzerland 
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Chapter  IV 
THE  CURRENCY  RISK  IN  FOREIGN   SECURITIES 

The  question  may  be  asked,  why,  in  connection  with  investment 
in  foreign,  fixed-interest  bearing  securities,  preference  should  not  be 
given  to  securities,  the  principal  and  interest  of  which  are  payable 
in  U.  S.  dollars  rather  than  in  foreign  currencies,  and  why  in  this 
study,  this  possibility  has  not  been  dwelt  on. 

The  extremely  restricted  list  of  foreign  securities  payable  in 
dollars  available  for  selection  early  in  1914  would  have  offered  no 
possibility  of  extended  distribution.  Moreover,  with  such  issues  as 
were  to  be  found,  one  of  the  objects  of  geographical  distribution 
would  not  have  been  accomplished ;  namely,  the  possibility  of  being 
able  to  dispose  of  this  or  that  investment  in  various  markets  and 
thus  being  protected  against  the  vicissitudes  of  events  in  any  single 
center. 

Finally,  a  foreign  bond  payable  in  U.  S.  dollars  will,  as  a  rule, 
be  negotiable  only  on  the  New  York  Stock  Exchange  unless  the 
issue  was  made  originally  in  both  U.  S.  dollars  and  foreign  cur- 
rencies. Experience  has  shown  that  the  greater  the  number  of  Stock 
Exchanges  on  which  a  foreign  bond  or  share  is  actively  dealt  in, 
the  better;  for  in  case  of  need,  if  some  markets  are  closed  or  are  not 
capable  of  absorbing  foreign  securities,  others  may  be  more  favor- 
ably situated. 

Of  course,  considered  only  from  the  point  of  view  of  security, 
so-called  external  issues,  such  as  would  be  quoted  in  U.  S.  dollars 
on  the  New  York  market,  are  preferable,  because,  while  they  are 
not  a  prior  lien  in  the  legal  sense  of  the  word,  experience  has  shown 
that,  with  few  exceptions,  foreign  borrowers  will  endeavor  first  to 
honor  their  external  obligations  in  order  to  maintain  their  credit 
abroad. 

More  Than  One  Market  Advisable 

A  striking  instance  of  the  disadvantage  of  owning  foreign  securi- 
ties quoted  only  in  the  home  market  is  ofifered  by  the  situation  in 
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France  at  the  outbreak  of  the  war,  France,  as  distinguished  from 
Great  Britain,  previous  to  1914,  had  placed  a  great  part  of  her  excess 
capital  in  foreign  bonds  issued  in  France  and  quoted  only  on  the 
Paris  Bourse.  When  the  war  came,  there  was  no  market  for  most 
of  these  securities  other  than  the  French  Stock  Exchange,  and  this 
proved  a  great  handicap  for  the  holders  as,  naturally,  the  foreign 
demand  was  lacking.  The  case  was  different  with  bonds  payable  in 
sterling,  guilders,  U.  S.  dollars,  etc.,  as  it  was  possible  to  dispose  of 
such  bonds  in  other  centers  and  thus  to  accumulate  funds  with  which 
to  pay  for  French  war  purchases.* 

Foreign  currency  bonds  thus  have  proved  to  be  a  valuable  finan- 
cial reserve  for  a  country  whose  citizens  own  them.  They  offer 
greater  facilities  for  conversion  into  cash  through  sale  in  a  market 
other  than  the  home  market.  They  are  more  mobile  than  other  forms 
of  investment  (real  estate,  purchase  of  factories  and  plants,  and 
partnerships  in  enterprises)  and,  as  a  rule,  can  be  more  easily  dis- 
l^osed  of,  whether  at  a  sacrifice  or  not,  in  case  of  threatening  diffi- 
culties. Whatever  additional  risk  the  investor  may  consider  he  runs 
when  holding  foreign  securities  is  generally  compensated  by  the 
higher  income  derived  from  such  investment,  a  difference  large 
enough,  in  many  cases,  to  permit  the  investor,  if  he  feels  so  inclined, 
to  amortize  yearly  a  part  of  the  principal  and  thus  create  a  latent 
reserve  against  any  future  contingent  losses  on  account  of  currency 
depreciation,  or  for  other  reasons. 

Fluctuations  in  Exchange 

Of  course,  the  question  of  exchange  fluctuations  in  connection 
with  securities  payable  in  foreign  currencies  ordinarily  is  puzzling 
to  the  potential  investor.  In  the  United  States  it  must  be  met  and 
explained  by  the  issuing  house,  broker  or  security  company  in 
recommending  foreign  securities,  unless  both  the  principal  and  the 
interest  or  dividends  are  payable  in  U.  S.  dollars,  as  well  as  in  for- 
eign currencies.  The  European  who  cannot  travel,  as  a  rule,  more 
than  twenty-four  hours  at  the  most  without  crossing  the  frontier 
post  of  his  neighbor,  ordinarily  is  less  reluctant  than  a  person  who 
lives  three  or  four  thousand  miles  away,  to  buy  a  security  which  is 

*  For  instance,  a  credit  was  oiwnctl  in  the  United  States,  secured  by  Pennsylvania 
Railroad  Bonds  and  Chicago,  Milwaukee  &  St.  Paul  Railroad  Bonds,  which  were  furnished 
to  the  French  Ciovernment  by  French  holders  who  were  asked  to  loan  these  securities  to 
their  Government  as  a   patriotic  duty. 
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not  payable  in  his  own  currency ;  he  is  not  so  much  concerned  as, 
for  instance,  the  American  capitaHst  is  with  the  way  the  fluctuations 
in  exchange  may  affect  the  value  of  securities  in  certain  contingencies. 

With  respect  to  this  matter  of  exchange  fluctuations,  it  may  be 
pointed  out  that  many  of  the  foreign  securities  considered  in  this 
study  certainly  have  stood  the  acid  test  of  financial  catastrophe.  If  it 
can  be  shown  that  the  investor  who,  acting  consistently  and  on  a 
large  scale  in  accordance  with  the  principle  of  geographical  dis- 
tribution and  diversification,  as  applied  in  this  study,  has  been  able 
on  balance  not  only  to  conserve  the  integrity  of  the  capital  placed 
in  such  securities,  but  even  to  increase  it,  the  showing  would  be  evi- 
dent proof  of  the  fact  that,  notwithstanding  adverse  circumstances, 
losses  due  to  exchange  depreciation  on  some  of  the  investments, 
will  be  more  than  offset,  as  a  rule,  by  compensating  profits  on  the 
rest. 

We  have  not  assumed  that  the  more  experienced  investor  in 
foreign  securities  might  have  protected  himself  against  the  drop  in 
exchange  through  contracts  for  the  sale  of  the  currency  for  future 
delivery ;  as  a  matter  of  fact,  in  practice,  the  great  majority  of 
investors  are  not  versed  in  the  somewhat  complicated  machinery  of 
foreign  exchange  trading  and,  so,  would  not  be  in  a  position  to  have 
recourse  to  such  a  procedure. 

Present  and  Future  Currency  Stability 

Looking  into  the  future,  it  may  be  asked,  in  view  of  the  precedent 
created  during  the  war,  if  it  is  not  likely  that  history  may  repeat 
itself  in  currency  fluctuations,  repudiations,  etc.,  notwithstanding  the 
sound  basis  upon  which  the  currencies  of  most  of  the  important 
countries  now  have  been  placed.  The  answer  is  that  the  period  of 
deviation  from  sound  monetary  principles  in  Europe  may  be  said 
to  have  come  to  an  end  by  October,  1924.  Since  then  all  of  the 
leading  currencies,  with  one  exception,  have  been  stabilized,  so  that 
to-day,  from  the  point  of  view  of  the  investor,  with  respect  to  the 
exchange  risk,  the  security  payable  in  foreign  currency — all  other 
things  being  equal — is  not  inferior  to,  for  instance,  a  dollar  bond, 
so  long  as  this  stability  is  maintained.  The  ravages  of  depreciation 
and  paper  inflation  during  the  war  and  their  effect  on  countless 
business  enterprises  and  the  fate  of  individuals,  were  so  direct  and 
so  devastating  that  practices  such  as  depreciation  and  inflation  have 

23 


Fourteen  Years  of  European  Investments 

become  more  and  more  to  be  regarded  as  only  a  last  resort.  It  cannot 
be  denied  that  there  are  contingencies  with  which,  in  theory,  we  must 
be  concerned,  but  practically,  we  may  consider  them  as  remote — 
in  fact,  more  remote  even  than  the  contingency  of  another  great  war. 
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METHODS  USED  IN  APPLYING  THE  TEST 

To  carry  through  a  test  of  the  theory  of  the  geographical  distri- 
bution of  capital  from  the  most  practical  viewpoint,  it  must  be 
concerned  with  definite  amounts,  and  such  amounts  in  turn  must 
be  given  a  fairly  wide  distribution  over  a  reasonably  extended  area. 

Investment  in  Diversified  Securities 

It  was  therefore  assumed  that  an  investor  had  decided  on  Jan- 
uary 2,  1914,  to  send  approximately  $25,000  each  to  thirteen  of  the 
most  important  European  countries  and  at  the  same  time  to  invest 
a  like  amount  both  in  Canada  and  in  the  United  States.*  It  has  been 
further  assumed  that  this  capital  would  not  be  withdrawn  irrespective 
of  events,  and  that  it  stayed  in  all  these  countries  continuously  from 
1914  to  April  2,  1928,  when  finally  the  investments  were  realized 
upon,  and  their  proceeds  converted  back  into  United  States  dollars. 

It  was  found  desirable  also  to  include  in  the  tables  the  value  of 
the  capital  as  of  October,  1924,  this  time  being  selected  because  it 
seems,  generally  speaking,  to  coincide  with  the  moment  when  the 
eflforts  again  to  stabilize  European  currencies  actively  started. 

In  all,  the  total  capital  to  be  invested  in  Europe  was,  in  round 
numbers,  $325,000,  and  in  Canada  and  the  United  States  $50,000. 

The  figure  of  $25,000  for  each  country  was  chosen  because  of 
the  desire  to  obtain  a  fairly  large  diversification,  which  would  not 
have  been  possible  with  a  smaller  amount.  Even  so,  in  some  cases 
it  has  been  necessary  to  quote  fractions  of  stocks  which,  of  course, 
could  not  have  been  obtained  in  practice,  but  in  view  of  the  object  in 
mind,  this  seemed  to  be  permissible. 

For  the  purpose  of  this  study,  it  is  obvious  that  consideration 
could  have  been  given  to  only  those  European  countries  with  active 

*  For  the  sake  of  convenience,  the  author  has  based  his  argument  and  computations 
on  a  $25,000  unit  in  United  States  dollars;  he  might  have  chosen  with  equal  justifica- 
tion a  unit  in  another  currency,  such  as,  for  imstance,  £5,000  or  600,000  Frs.  or 
100,000  Marks. 
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markets  in  1914,  for  comparison  and  the  record  of  changing  values 
are  the  bases  of  the  survey.  Otherwise,  it  would  have  been  of  in- 
terest to  trace  at  the  same  time  the  course  of  securities  in  the  Suc- 
cession States.  Moreover,  an  inquiry,  the  scope  of  which  contem- 
plates  world   diversification   in   investment,   would,   of   course,   also 
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have  to  include  investments  in  continents  other  than  Europe,  notably 
South  America. 

In  undertaking  such  a  transaction  there  were  two  ways  open.  The 
first  method  would  have  been  to  convert  the  dollars  into  foreign  cur- 
rencies, to  transmit  these  currencies  to  foreign  banks,  with  instruc- 
tions that  the  banks  make  investment  in  first-class  bonds  and  stocks, 
holding  the  bonds  and  stocks  in  safekeeping,  collecting  coupons  and 
dividends,  making  substitutions  when  necessary,  receiving  stock 
bonuses,  selling  the  rights  to  new  stock,  if  any,  or  subscribing  to 
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additional  shares  if  possible  without  adding  to  the  capital  originally 
invested. 

Time  Deposits  in  Foreign  Currencies 

The  second  method  would  have  been  to  send  the  money  to  a 
first-class  bank  in  each  of  the  foreign  countries,  and  have  the  bank 
convert  the  dollars  into  the  currency  of  the  country  and  keep  the 
proceeds  on  time  deposit.  In  view  of  what  happened  in  the  years 
following  1914,  this  case  of  a  bank  deposit  (without  investment  in 
securities)  has  also  been  studied  and  illuminated.  This,  of  course, 
gives  at  the  same  time  a  picture  of  the  results  which  would  have 
been  obtained  in  what  might  be  termed  a  foreign  exchange  specula- 
tion, pure  and  simple.  But  we  have  considered  this  eventuality  only 
for  the  purpose  of  comparison,  because  it  is  evident  that  only  in 
rare  cases  would  anyone  leave  money,  available  for  permanent  in- 
vestment, on  fixed  deposit  in  foreign  banks  for  a  period  of  some 
fourteen  years  without  investing  it  in  some  form  or  another,  if  it 
represented  permanent  savings. 

It  was  not  considered  expedient  to  review  as  a  matter  of  further 
comparison  the  appreciation  or  depreciation  in  value  of  other  forms 
of  investment,  such  as  real  estate  or  commodities. 

Bonds  and  Stocks 

The  study  makes  a  careful  distinction  between  investment  in  bonds 
and  investment  in  stocks,  so  as  to  show  exactly  the  different  results 
obtained  in  either  category  and  permit  conclusions  to  be  drawn  be- 
tween fixed  interest-bearing  securities,  and  stocks.  The  results  ob- 
tained in  either  case  are  radically  different  one  from  the  other,  as 
will  be  seen. 

It  has  been  assumed  that  the  investor  expressed  the  desire  to 
have  half  of  the  capital  invested  in  bonds,  and  half  in  stocks,  leaving 
the  banker  or  other  investment  authority  consulted  the  fullest  leeway 
as  to  diversification  of  the  securities  within  this  general  classification. 
It  will  be  seen  at  once  that  if  the  investment  had  been  made  all  in 
bonds,  or  all  in  stocks,  the  results  would  have  been  dififerent.  This 
is  shown  in  detail  in  Tables  Nos.  41  and  42. 

It  also  will  be  seen  that  had  the  investor  decided  to  invest  25% 
in  bonds  and  75%  in  stocks,  the  results  again  would  have  been 
different ;  that  the  individual  bonds  and  stocks  selected  would  have 
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materially  influenced  the  result ;  and  finally,  that  the  ratio  of  each 
bond  or  stock,  as  compared  to  the  total  would  have  affected  the  final 
results. 

As  far  as  possible,  it  has  been  attempted  to  obtain  the  same  class 
of  information  from  all  of  the  countries  considered.  In  practice  this 
has  not  always  been  feasible  because  of  the  difficulty,  after  these 
many  years,  in  securing  data.  In  cases  where  the  information  given 
differed  in  some  particulars  from  the  general  presentation,  an  effort 
has  been  made  to  adjust  the  calculations  in  order  that  the  comparisons 
may  be  equitable. 

Main  Object  :  Security  of  Principal 

For  the  particular  purpose  of  this  study  it  has  been  felt  that  it 
would  be  more  interesting  to  give  the  most  space  and  consideration 
to  the  fate  of  the  principal  invested.  After  all,  the  return  of  bonds 
and  yield  of  stocks  over  a  considerable  period,  given  a  stable  cur- 
rency and  solvent  borrowers,  or  enterprises  of  approximately  the 
same  high  standing,  are  dependent  mainly  on  one  important  factor. 
This  factor  is  the  monetary  situation;  and  because  the  monetary  sit- 
uation fluctuates  more  or  less  frequently  due  to  constantly  changing 
elements,  it  cannot  be  predicted  with  reliable  accuracy  from  the  back- 
ground of  past  experience.  On  the  other  hand,  appreciation  or  depre- 
ciation of  the  principal  over  a  long  period  of  time  generally  will  be 
due  to  certain  broad  causes  which  render  less  hazardous  the  drawing 
of  definite  and,  on  the  whole,  specific  conclusions. 

Compilation  of  Figures 

It  has  been  attempted,  as  much  as  possible,  to  pursue  a  uniform 
method  with  resi)ect  to  the  compilation  of  the  tables  which  form 
part  of  this  study.  However,  in  some  isolated  cases,  it  was  found 
impossible  to  adhere  to  the  general  scheme;  thus,  in  some  instances 
as  regards  the  return  on  bonds,  or  yield  on  stocks,  a  small  discrep- 
ancy is  shown  because  of  the  fact  that  the  net  return  or  yield,  after 
deduction  of  taxes,  was  taken  as  a  basis  instead  of  the  gross  return, 
h'urthermore,  in  connection  with  rights  obtained  from  stockholdings 
or  stock  dividends  distributed  as  a  bonus,  there  is  a  slight  difference 
in  i)roccdurc,  although  the  result  was  not  affected  by  the  different 
method   pursued  ;    for  instance,   in   some  cases,  the   rights  or  stock 
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dividends  have  been  sold  for  cash  and  the  proceeds  added  as  an 
appreciation  of  the  principal.  In  other  instances,  the  proceeds  of  the 
sale  were  assumed  to  have  been  invested  in  new  stock,  and  therefore 
were  represented  by  additional  shares  and  the  return  thereon.  Finally, 
in  a  few  cases,  it  was  considered  that  the  investor  might  have  sold 
sufficient  rights  to  realize  the  required  amount  of  cash  in  order  to 
be  able  to  subscribe  to  some  additional  stock,  without  adding  to  the 
capital  originally  invested  by  him.  In  one  case,  it  was  assumed  that 
the  investor  had  used  the  returns  from  his  original  capital  to  sub- 
scribe to  new  stock.  However,  this  assumption  has  been  taken  into 
account  when  the  results  were  analyzed. 
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Graphs  Showing  Total  Values  of  Stocks  and  Bonds,  on  Dates 
Specified,  in  the  United  States  and  Canada 


Db 


ONDS 


Stocks 


THOUSANDS 
OF   DOLLARS 


SO 
76 
72 
GQ 
64 
60 
56 
52 
4-8 
44- 
40 
Z6 
32 
28 
24 
20 
I  6 
I  2 
8 
4 


30 


Chapter  VI 
WHAT  THE  INQUIRY  SHOWS 

Diversification  Vindicated 

The  results  of  this  study  show  that  the  original  capital  of 
$371,102.38  which,  in  theory,  had  on  January  2,  1914,  been  invested 
in  15  different  countries  would  have  grown  by  April  2,  1928,  to 
$384,537.84,  equal  to  a  gain  of  $13,435.46. 

Notwithstanding  the  many  unfavorable  circumstances  to  which 
reference  has  been  made,  the  investor  would  have  been  able  not  only 
to  collect  again  without  loss  the  total  capital  distributed  in  1914 — 
some  of  it  sent  to  countries  which  were  exposed  to  invasion,  some  of 
it  to  states  which  went  through  domestic  revolutions  and  some  of 
it  to  an  empire  which  crumbled — but  even  to  point  to  a  moderate 
profit  made  on  this  international  investment,  in  addition,  of  course, 
to  the  annual  income  obtained. 

Results  in  European  Countries 

If  our  investor  had  placed  all  his  funds  in  Europe  (exclusive  of 
the  United  States  and  Canada),  he  would  on  balance  have  lost  12.94 
per  cent  of  the  capital. 

It  will  be  seen  that  by  reason  of  the  depreciation  of  their  cur- 
rencies a  more  or  less  substantial  part  of  the  investments  made  in 
Austria,  Germany  and  Hungary  was  irrevocably  lost. 

It  is  also  true  that  only  45.90%,  30.22%  and  42.83%,  respectively, 
of  the  investments  made  in  Belgium,  France  and  Italy  were  saved. 

On  the  other  hand,  the  capital  invested  in  Denmark,  Norway, 
Spain  and  Sweden  showed  moderate  increases. 

Finally,  the  investments  in  England,  Holland,  Switzerland, 
United  States  and  Canada  reflected  a  very  substantial  growth  in 
value. 

In  this  connection,  it  is  interesting  also  to  compare  the  results 
that  would  have  been  obtained  by  investing  in  various  groups  of 
European  countries,  the  so-called  neutrals,  the  allied  countries  and 
the  central  European  states. 
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A  capital  of  $147,045  invested  in  the  so-called  neutral  countries 
on  January  2,  1914,  would  have  increased  hy  April  2,  1928,  to 
$166,205  =  13.03%  gain. 

A  capital  of  $100,109  invested  in  England,  France,  Belgium  and 
Italy  on  January  2,  1914,  would  have  decreased  by  April  2,  1928,  to 
$82,236  =  17.92%  loss. 

Finally,  a  capital  of  $73,624,  invested  in  the  central  European 
countries  on  January  2,  1924,  would  have  been  reduced  by  April  2, 
1928,  to  $32,238  =  56.21%  loss. 

Comparison  with  United  States  and  Canada 

A  capital  of  $49,981.60  invested  on  January  2,  1914,  about  one- 
half  in  the  United  States  and  one-half  in  Canada  (always  taking  as 
a  basis,  the  securities  and  figures  used  in  our  calculations),  would 
have  grown  by  April  2,  1928,  to  $104,916.70  =  109.91%  gain. 

Had  our  investor  restricted  his  holdings  entirely  to  American 
securities,  it  will  be  seen  that  his  capital  would  have  increased  by 
69.89%. 

In  this  connection,  it  should  be  remembered  that  contrary  to  the 
methods  hypothetically  adopted  in  the  other  countries,  it  has  been 
assumed  that  a  conservative  American  investor  in  1914  would  not 
have  invested  50%  of  his  $25,000  capital  in  common  stocks,  but 
would  have  placed  only  34%  in  common  stocks  and  16%  in  pre- 
ferred stocks. 

If  half  of  the  capital  had  been  invested  in  bonds  and  half  in 
common  stocks,  the  result  for  the  United  States  would  have  been 
an  increase  in  capital  of  97.52%  instead  of  69.89%  for  the  diversi- 
fied investment  in  preferred  stock,  common  stock  and  bonds. 

In  general  it  must  be  remembered  that  a  broad  and  steady  rise 
in  the  value  of  securities  took  place  both  in  the  United  States  and  in 
some  European  countries  from  April,  1928,  to  the  middle  of  1929 
which  improves  the  picture  to  a  certain  degree  as  far  as  the  results 
of  the  investments  up  to  the  middle  of  1929  in  the  particular  coun- 
tries afTected  are  concerned.  (See  Table  No.  40  showing  the  value 
of  diversified  stocks  bought  in  fifteen  countries  on  the  basis  of 
market  quotations  prevailing  during  the  first  half  of  1929.)  During 
the  latter  part  of  1929  liquidation,  not  only  in  the  United  States  but 
also  in  England,  Germany  and  some  other  countries,  brought  back 
security    values    from   the   peaks   attained   early    in   that   year   to  a 
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level  bearing  out  in  a  general  way  the  conclusions  based  on  the  1928 
figures  entering  into  this  study. 

Stocks  versus  Bonds 

In  the  case  of  investments  in  foreign  currencies,  under  adverse 
circumstances,  such  as  currency  crises,  the  advantage  of  an  invest- 
ment in  stocks  over  bonds  is  particularly  striking.  As  regards  Euro- 
pean securities,  the  present  examination  confirms  the  fact  that  an 
investment  in  stocks  would  have  been  far  more  profitable  than  an 
investment  in  bonds,  showing  for  the  thirteen  countries  considered, 
a  gain  of  18.13%  in  stocks  as  against  a  loss  of  42.82%  in  bonds. 

Attention  here  may  be  called  to  the  effect  on  equity  values  from 
a  constant  following  out  of  the  policy  of  carrying  to  reserve  a  siz- 
able proportion  of  yearly  profits.  A  compilation  recently  made  by  a 
prominent  Dutch  bank,*  shows  some  interesting  results  following  the 
pursuit  of  such  a  policy.  For  example,  if  net  annual  profits  of  an 
industrial  company  amount,  on  the  average,  to  10%,  and  one-quarter 
of  such  profits  are  carried  to  reserve,  the  yield  on  the  company's  cap- 
ital would  double  in  twenty-eight  years ;  and  if  the  net  annual  profit, 
figured  in  capital  percentage,  amounts,  on  the  average,  to  16  per  cent, 
and  26.3  per  cent  of  such  profits  is  carried  to  reserve,  the  company's 
capital  yield,  other  conditions  remaining  the  same,  would  double 
every  seventeen  years. 

Of  course,  as  regards  the  drop  in  value  of  fixed  interest-bearing 
securities,  it  must  be  borne  in  mind  that  the  conclusion  may  apply 
only  to  such  extraordinary  times  and  conditions  as  were  experienced 
during  1914  to  1919.  In  studying  the  decline  in  value  of  the  bonds 
it  also  must  be  remembered  that  in  the  period  under  review  the  value 
of  money  generally  was  reduced.  This  same  factor  of  the  changing 
value  of  money  also  has  to  be  taken  into  account  when  considering 
the  rise  or  fall  of  stocks  of  companies  with  funded  debts.  The  effect 
of  the  declining  value  of  money  will  differ  to  the  extent  that  the 
company  has  funded  debts.  It  will  profit  by  the  declining  value  and 
lose  by  the  rising  value  of  money. 

No  attempt  has  been  made  in  tliis  study  to  reduce  the  figures 
shown  in  our  tables  to  terms  of  the  purchasing  power  of  money 
in  the  various  countries.  However  a  table  is  annexed  (Table  No.  54) 
showing  the  movement  of  wholesale  prices  in  the  fifteen  countries 

"  Nederlandsche    Handel    Maatschappij,    Amsterdam. 
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considered  for  the  period  covered  by  this  survey.  It  is  obvious  that 
such  a  comparison  would  have  led  the  author  too  far  afield.  It  is 
believed,  however,  that  the  conclusions  which  might  have  been  drawn 
from  such  an  additional  analytical  examination  would  have  but  con- 
firmed the  fact  that  high  grade  common  stocks  are  for  all  practical 
purposes  the  best  means  of  protection  against  shrinkage  in  the  pur- 
chasing power  of  capital  and  income  over  a  long  period  of  years. 

The  fact  that  bonds  in  Europe  on  the  whole  still  have  maintained 
their  place  as  compared  with  stocks,  in  the  esteem  of  the  investor, 
is  the  more  remarkable  for  two  reasons :  First,  the  discovery  during 
the  war  that  the  owner  of  stocks  was  less  affected  than  the  owner 
of  bonds  by  the  decreasing  purchasing  power  of  money ;  and  second, 
the  generally  growing  speculative  tendency  all  over  the  world,  which 
has  found  its  reflection  in  greater  public  interest  in  the  purchase  of 
equities  in  supposedly  favorably  situated  industrial  and  other  enter- 
prises. Whether  this  tendency — profoundly  affected  by  mass  psy- 
chology— will  exercise  a  permanent  influence  on  investment,  both 
foreign  and  domestic,  can  be  determined  only  as  the  years  pass. 

The  writer  endorses  frankly  the  view  of  those  who  believe  that 
in  the  long  run  the  actual  yield  of  stocks — whether  domestic  or 
foreign — will  determine  their  value  as  compared  with  other  forms 
of  investment  with  which  they  compete  for  the  favor  of  the  capitalist. 
Only  to  the  extent  that  over  a  reasonably  long  period  of  time  the 
average  annual  increment  in  value  exceeds  the  loss  in  yield  as  offered 
by  other  investments  of  equal  soundness,  would  it  seem  that  shares 
can  justify  the  preference  they  have  enjoyed  especially  in  the  United 
States.  Examination  of  fluctuations  in  stocks  on  European  Stock  Ex- 
changes over  a  prolonged  period  of  years  shows  that  there  is  a 
theoretical  limit  traced  by  the  demand  for  and  the  purchasing  and 
earning  power  of  money,  which  will  come  into  play  sooner  or  later 
and  help  stocks  find  a  level  corresponding  to  domestic  and  inter- 
national values.* 

Geographical  Distribution  for  Europeans 

So  far,  we  have  examined  the  situation  from  the  point  of  view 
of   an   individual    who   placed    the   greater   share   of    his    cajntal    in 

•  Shortly  before  this  book  went  to  press  a  drastic  decline  in  American  common  stocks 
was  registered,  the  event  being  iincxiH-cted  by  many  investors  who  in  hoping  for 
appreciation  in  value  of  securities  had  overlooked,  in  numerous  insUnces,  the  relation 
of  earning   power  and   yield   to   the   price   of   stocks. 
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Europe  for  investment.  This  individual  might  have  been  an  American, 
EngHsh,  French  or  Dutch  investor,  or  an  investor  who  in  1914  vi^as 
a  subject  of  any  one  of  the  other  European  countries  considered  in 
this  study.  From  the  special  point  of  view  of  the  European  investor, 
in  the  light  of  the  events  which  have  taken  place  on  the  Continent 
between  1914  and  1928,  it  is  of  great  interest  to  examine  how  capital 
can  be  protected,  through  diversification  and  geographical  distribu- 
tion, against  convulsions  at  home. 

For  example,  we  find  that  if  a  Belgian,  French  or  Italian  had, 
early  in  1914,  invested  his  capital  in  the  same  proportions  that  we 
had  estimated  in  the  fifteen  countries  indicated  in  this  survey,  he 
would  have  increased  his  original  capital  at  the  end  of  the  fifteen 
years  by  3^%  instead  of  losing  54%,  70%  or  57%,  respectively,  as 
he  would  have  done  if  he  had  restricted  his  investments  to  his  own 
country. 

During  the  War,  financial  relations  between  the  belligerents  were 
interrupted  and  resulted  in  the  sequestration  and  confiscation  of 
property  of  alien  enemies  in  England,  France,  Belgium  and  Italy. 
But  even  if  a  German  or  Austrian  investor  had  followed  the  prin- 
ciple of  geographical  distribution  and  diversification  by  investing 
1/15  of  his  capital  in  each  of  the  fifteen  countries  (including  the 
allied  countries)  he  would  have  lost  only  18%  of  the  total  capital 
originally  invested,  instead  of  losing  49%  or  80%  respectively,  as 
he  would  have  done  had  he  limited  his  investments  to  German  or 
Austrian  local  issues  and  loans. 

Inasmuch  as  by  apportioning  investments  all  over  Europe  and 
the  United  States  and  Canada,  the  principal  of  investment  made  in 
1914  would  have  increased  3.62%  by  April  2,  1928,  the  Norwegian, 
Spanish,  Swedish  and  Swiss  investors,  who  might  have  adopted  the 
principle  of  geographical  distribution  for  the  investment  of  their 
capital  would  have  been  in  a  less  favorable  position  than  if  they  had 
strictly  limited  their  investments  to  their  own  countries.  Indeed, 
through  such  distribution,  they  would  have  made  a  gain  of  only 
3.62%  as  against  gains  of  4.66%,  13.05%,  16.3%  and  20.20%, 
respectively,  had  each  restricted  his  investment  to  his  own  country. 
On  the  other  hand,  the  Danish  investor  would  have  made  3.62% 
through  diversification  as  against  0.9%  gain  on  an  investment  of 
his  total  capital  in  Danish  securities. 
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Bank  Deposits 

If  it  is  desired  to  compare  the  results  of  an  investment  in  securi- 
ties and  a  deposit  of  currency  in  foreign  banks,  reference  is  to  be 
made  to  Table  No.  49.  This  table  shows  that  if  on  January  2,  1914, 
an  American  investor  had  deposited  $25,000  in  each  of  thirteen 
European  countries  and  had  left  this  sum  on  deposit  without  con- 
verting- it  into  bonds  or  stocks  until  April  2.  1928,  he  would  have 
lost  by  that  time  36.12%  of  his  original  capital,  because  of  the 
severe  currency  depreciation  which  took  place  in  certain  European 
countries  such  as  Austria,  Germany  and  Hungary  (where  the 
capital  was  entirely  wiped  out).  Of  the  amounts  deposited  in  Belgium, 
France  and  Italy  in  the  same  manner,  only  about  15%,  21%  and 
18%,  respectively,  still  would  have  been  available  on  balance. 

On  the  other  hand,  deposits  in  Denmark,  England,  Holland,  Nor- 
way, Sweden  and  Switzerland  would  have  remained  intact.  Spain 
would  have  shown  a  reduction  of  capital  amounting  to  8%. 

Table  No.  50  is  explanatory  of  Table  No.  49.  It  shows  the 
amounts  in  foreign  currencies  which  $25,000  represented  at  the 
various  dates. 

Effect  of  Currency  Decline 

A  comparison  of  Tables  Nos.  39  and  49  reveals  the  interesting 
fact  that  were  it  not  for  the  depreciation  of  currencies,  the  European 
investments  selected,  instead  of  showing  a  total  loss  of  12.94%  would 
have  shown  a  gain  of  23.18%.  Instead  of  having  repatriated  only 
$279,572.38  out  of  our  original  capital  of  $321,136.38,  there  would 
have  been  obtained  $395,575.79.  Thus  it  would  appear  to  be  demon- 
strated that — had  it  not  been  for  the  unprecedented  depreciation  of 
the  exchanges — the  investment  abroad,  as  compared  with  the  invest- 
ment in  North  America,  would  have  shown  the  following  results  on 
the  basis  of  figures  adjusted  accordingly: 

Investment  in  United  States  and  Canada.  .  .Average  gain  of  110.13% 
Investment  in  b^urope Average  gain  of    23.18% 

The  Yield  of  Foreign  Securities 

Contrary  to  our  experience  at  home,  the  average  return  on  fixed, 
interest-bearing  securities  in  thirteen  European  countries,  as  reflected 
in  our  tables  still  is  considerably  smaller  than  the  annual  cash  divi- 
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dend  yield  on  stocks.  While  the  average  interest  collected  on  bonds, 
based  on  our  calculations  as  of  April  2,  1928,  was  3.57%,  the  yield 
on  stocks  at  that  date  was  5.03%.  In  the  United  States  and  Canada 
on  the  same  date  the  average  yield  on  bonds  was  4.93%  and  that 
of  stocks,  2.67%.  At  that  time,  only  in  Belgium,  England,  France 
and  Spain  were  bonds  capitalized  at  a  higher  average  rate  than 
stocks. 

From  the  restricted  angle  of  a  comparison  as  between  the  yields 
of  the  domestic  stocks  and  the  foreign  stocks  considered  in  our  sur- 
vey, it  is  certainly  interesting  to  note  that  stocks  in  the  United  States 
on  April  2,  1928,  gave  an  average  yield  of  2.87%,  while  foreign 
stocks  paid  average  dividends  of  5.03%. 

On  the  other  hand,  the  average  return  on  selected  bonds  in  the 
United  States  as  of  April  2,  1928,  was  higher  than  the  average  rate 
in  thirteen  countries  of  Europe,  namely,  4.38%  as  against  3.57%. 

The  cosmopolitan  investor  who  had  placed  his  capital  in  both 
the  United  States  and  Europe  in  the  manner  taken  as  a  basis  in  this 
survey,  would  have  obtained  on  April  2,  1928,  an  average  return  on 
bonds  of  3.75%  and  on  stocks  4.71%.  Had  he  limited  his  invest- 
ments to  the  United  States  only,  his  income  from  interest  on  bonds 
would  have  been  4.38%  and  from  dividends  on  stocks  2.87%. 

In  connection  with  the  return  on  bonds  it  m.ust  carefully  be 
borne  in  mind  that  our  tables  are  based  on  investments  made  in  1914 
and  that  bond  investments  in  Austria,  Germany  and  Hungary  had 
depreciated  so  enormously  that  the  return  on  1914  holdings  was  prac- 
tically nil  in  1928.  If  the  figure  for  bond  returns  in  April,  1928,  had 
been  rectified  for  the  three  countries  in  question  on  the  basis  of 
actual  returns  on  new  bonds  bought  on  or  about  that  date  and 
yielding  from  7%  to  8%,  the  average  return  on  the  bonds  in  the 
thirteen  European  countries  would  in  this  case  be  nearer  5.19%  in- 
stead of  3.57%  as  correctly  shown  in  the  table  on  the  basis  of  the 
original  investment. 

Moreover  if  the  return  on  Austrian,  German  and  Hungarian 
bonds  is  adjusted  on  this  basis,  it  will  be  seen  that  on  April  2,  1928, 
the  annual  yield  on  securities  bought  on  the  principle  of  geographical 
distribution  was  in  nine  countries  greater  than  the  yield  on  the  re- 
spective domestic  issues. 

If,  when  calculating  the  annual  yield,  it  is  desired  to  take  also 
into  account  the  appreciation  of  the  principal  during  the  years  1914 
to  1928,  it  is  found  that  the  American  common  shares  selected  by 
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us  for  the  purpose  of  this  survey  gave  an  additional  annual  yield 
of  5%  of  the  capital  originally  invested,  while  stocks  in  fifteen  dif- 
ferent countries  during  the  same  period  showed  an  additional  aver- 
age annual  gain  of  only  3.18%. 

Ratio  of  Diversification  Decisive 

The  percentages  adopted  in  the  present  study  for  the  distribu- 
tion of  the  securities  over  the  various  countries  are  not  represented 
as  being  ideal.  They  were  adopted  for  reasons  of  convenience,  in 
order  to  obtain  a  picture  applicable  to  a  number  of  foreign  countries 
indiscriminately.  For  instance,  looking  at  the  problem  strictly  from 
the  angle  of  the  American  investor,  a  hypothetical  investment  of 
two-thirds  of  the  capital  in  American  securities  and  one-third  in  the 
securities  of  fourteen  dififerent  countries  would  have  shown  a  total 
capital  gain  in  fourteen  years  of  46.189f .  If  the  investment  had  been 
in  American  securities  only,  the  total  capital  gain  would  have  been 
69.89%. 

The  average  yield  for  investments  in  American  securities  on 
April  2,  1928,  would  have  been,  in  this  case,  3'ys%,  while  the  average 
yield  in  the  diversified  investment  (two-thirds  American  securities 
and  one-third  European  securities)  would  have  been  3.85%.  It  fol- 
lows that  diversification  and  geographical  distribution  and  the  greater 
theoretical  security  which  goes  with  it,  could  have  been  obtained  un- 
der the  conditions  which  we  have  assumed  above,  at  the  cost  of 
one-third  of  the  average  capital  gain,  such  sacrifice  being,  moreover, 
partially  compensated  by  a  gain  of  about  yiy(  in  the  average  annual 
return. 

Official  Stock  Indices  Confirming  Test 

Before  drawing  any  definite  conclusions  from  the  tables  pre- 
pared in  connection  with  the  present  investigation,  it  was  considered 
essential  to  determine  whether  the  results  shown  correspond,  at  least 
in  a  general  way,  to  those  reflected  by  the  official  stock  indices  pre- 
I)ared  in  the  various  countries.  .V  Paris  financial  daily  of  high  stand- 
ing *  early  in  1929  iniblished  the  average  yearly  quotations  of  certain 
leading  stocks  in  the  most  imi)ortant  countries.  These  averages  are 
based  on  the  quotations  for  1913  or  1914,  which  arc  rated  at  100.  and 
all  have  been  reduced  to  gold. 

•  Iv'Information. 

3S 


The  Survey  and  Its  Results 
Indices  of  Stock  Quotations 


Jan., 

1924 

1926 

1927 

1928 

1929,  OR 

Aver- 

Aver- 

Aver- 

A\-ER- 

Last  In- 

age 

age 

age 

age 

dex  Pub- 
lished 

11 

7 

10 

10 

10 

68 

43 

60 

91 

98 

84 

93 

92 

96 

146 

186 

201 

237 

259 

56 

39 

58 

84 

111 

26 

35 

51 

49 

48 

46 

55 

60 

62 

63 

10 

11 

20 

20 

19 

56 

51 

51 

60 

63 

24 

35 

42 

43 

44 

34 

42 

49 

58 

60 

53 

75 

89 

100 

100 

251 

331 

465 

573 

126 

198 

228 

293 

397 

Percentages  of  Changes 

between    1924   AND    1928 

IN  Per  Cent* 


As  Revealed 

by  Official 

Stock 

Indices 


As  Revealed 

by  Tables  in 

Present 

Study 


Austria    

Belgium  .  . . . 
Denmark  . . . 
Ejigland    .... 

France  

Germany   .... 

Holland  

Hungary   .... 

Italy   

Norway  

Spain ' 

Sweden    

Switzerland    . 

Canada '    .... 

United    States 


9.10  = 

33.82 

9.52 

62.32 

50.00 

88.46 

34.78 

100.00 

7.14 

79.16 


114.41 
52.42 
51.60 
84.90 
89.77 

217.98 

44.76 

16.03 

6.95 

38.57 


70.59 
88.67 

85.26 
132.53 


19.40 

53.24 

136.53 
75.49 


59.51 


.71.57 


'  Percentages  of  changes  added  by  the  author  of  this  study. 

*  Decrease. 

'  No  figures  available. 

Some  differences  are  rather  striking,  if  results  of  individual  coun- 
tries are  selected  for  comparison.  These  variations  are.  of  course, 
accounted  for  by  the  different  makeup  of  the  securities  chosen.  In 
this  connection,  it  may  be  pointed  out  that  the  shares  selected  for 
the  present  study  are  such  as  would  have  appealed  in  1914,  whereas 
the  schedule  appearing  in  the  Parisian  financial  daily  is  based  on 
stocks  selected  in  1924.  Moreover,  the  general  trend  as  reflected  in 
the  average  figures  of  59.5%  increase  for  the  four-year  period,  1924 
to  1928,  as  against  71.57%  (the  figures  in  the  present  study)  is  the 
same.  Also,  the  difference  of  12%  between  the  two  results  represents, 
in  reality,  a  difference  of  only  6%,  if  applied  to  the  present  study, 
because  only  half  of  our  total  investment  was  represented  by  stocks, 
while  the  rest,  invested  in  bonds,  naturally  was  subject  to  only  a 
relatively  small  average  variation  in  price. 

The  report  published  by  the  President  of  the  New  York  Stock 
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Exchange  for  the  year  1928-1929  contains  also  a  restricted  number  of 
foreign  indices  of  listed  shares  and  bonds  for  the  years  1925  to 
1929.  These  indices,  furnished  for  monthly  periods,  have  been  aver- 
aged for  the  respective  years  for  the  purpose  of  this  study,  and  are 
reproduced  on  Tables  52  and  53,  Pages  257  and  258.  The  official 
indices  prepared  in  the  various  countries  must  be  regarded  as  con- 
firming fully  the  aggregate  results  shown  in  the  present  study. 


40 


Chapter  VII 

OTHER  OBSERVATIONS  SUGGESTED  BY  THE  TEST 

The  present  analysis  has  revealed  that  for  the  intelligent  capitalist 
who  had  properly  diversified  his  investment  holdings  in  fifteen  dif- 
ferent countries  of  America  and  Europe,  the  record  would  have  been 
satisfactory,  especially  if  one  considers  the  fact  that  the  results  were 
obtained  in  the  face  of  abnormal  conditions — indeed  the  most  un- 
favorable circumstances  which  could  be  imagined  for  such  a  survey. 
Despite  prejudicial  conditions,  the  losses  recorded  in  some  fields  were 
more  than  compensated  by  the  gains  made  in  others.  To  be  sure,  the 
gains  are  smaller  than  would  have  been  the  case  had  investments  been 
limited,  say,  to  the  United  States  or  Canada. 

Foreign  as  Against  Domestic  Investments 

Yet  it  will  be  readily  admitted  that  investments  at  home  are  not 
immune  from  depreciation.  Much  depends  upon  the  judgment  of  the 
individual  investor,  or  on  the  excellence  of  the  advice  which  he 
receives  from  his  banker,  broker,  or  investment  house.  In  the  case 
of  both  domestic  and  foreign  investments,  a  study  of  the  credit  risk 
of  the  borrower  and  a  careful  check-up  of  all  the  factors  which  affect 
the  investment  are  necessary.  It  is  a  matter  of  pride,  of  course,  to 
say  to  ourselves  that  our  currency  has  proved  for  generations  to  be 
the  safest  and  soundest  of  all.  However,  the  citizens  of  no  great 
country — least  of  all,  citizens  of  the  United  States  at  the  present 
time — would  be  content  to  restrict  investments  to  their  own  confines, 
thereby  losing  trade  advantages  and  world  diversification.  It  is  to  be 
remembered  that  effective  world  diversification  of  investment  covers 
numerous  countries  and  industries  and  brings  in,  too,  different  bor- 
rowers, maturities  and  forms  of  obligation.  Such  diversification  is 
especially  desirable  when  the  amount  to  be  invested  in  the  aggregate 
is  rather  substantial  and  calls,  therefore,  for  a  larger  scale  policy 
than  when  the  problem  of  investing  relatively  small  savings  is  to  be 
considered. 
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The  Need  of  Competent  Foreign  Investment  Counsel 

The  objection  might  be  raised  that,  in  order  to  carry  through  a 
broad  international  diversification,  it  is  necessary  to  have  exceptional 
facilities  for  investigation,  so  as  to  protect  the  principal  at  all  times. 
There  is  no  doubt  that  for  investment  abroad  intelligent  and  experi- 
enced counsel  is  needed.  With  the  constantly  growing  appreciation  of 
the  importance  of  having  on  hand  the  most  complete  information  on 
the  financial  and  economic  conditions  of  our  foreign  borrowers,  a 
vast  amount  of  time  and  effort  has  been  intelligently  devoted  to  the 
securing  of  just  this  information.  Various  public  organizations  have 
been  formed  for  this  specific  purpose,  particularly  during  the  past 
decade,  and  there  has  been  increasing  service  in  this  respect  by  the 
economists  and  statistical  departments  of  our  banks,  investment  trusts, 
security  companies  and  private  issuing  houses.  Certainly,  it  is  pos- 
sible to-day  to  secure  competent  advice  and  guidance  with  regard  to 
foreign  investments.  Yet  a  great  deal  remains  to  be  done  in  order 
still  further  to  acclimate  foreign  investments  in  the  United  States.* 

Safety  of  Foreign  Investments 

Every  investigation  of  securities,  whether  foreign  or  domestic, 
demonstrates  the  fact  that  the  good  faith  of  a  borrower  and  his 
ability  to  pay  his  debts  constitute  the  bases  on  which  any  sound 
credit  structure  rests.  Between  1914  and  1928  a  great  majority  of 
European  borrowers  gave  proof  of  their  traditionally  high  sense  of 
honor,  as  witnessed  by  their  sincere  efforts  to  meet  obligations.  This 
is  true  not  only  of  many  governments,  but  of  very  many  individual 
borrowers.  There  were,  to  be  sure,  instances  where  the  moral  fiber 
showed  weakening ;  but,  without  excusing  any  such  developments,  it 
certainly  is  to  be  borne  in  mind  that  the  World  War  brought  many 

*  The  Foreign  Securities  Committee  of  the  Investment  Bankers'  Association  of  America 
urged  in  1929  that  investment  bankers  in  the  United  States  should  undertake  a  co- 
operative campaign  to  educate  American  investors  in  the  purchase  of  foreign  bonds. 
In  its  report  the  Committee  stated  that  to  assist  the  United  States  "in  retaining  supremacy 
as  the  leader  in  the  issuance  of  foreign  securities  and  as  one  of  the  leading  export 
nations  of  the  world,  it  is  desirable  in  the  opinion  of  your  committee,  that  a  publicity 
campaign  be  inaugurated  by  the  publicity  and  education  committee  of  the  Investment 
Bankers'  Association  of  America  in  conjunction  with  the  Institute  of  International 
Finance  to  disseminate  educational  information  on  foreign  credits  and  securities."  The 
Committee  also  observes:  "that  the  lower  prices  now  obtaining  for  foreign  bonds  is  due 
to  market  rather  than  intrinsic  condition.  Generally  speaking  1928  has  evidenced  further 
improvement  in  the  economic  and  political  conditions  of  the  principal  countries  of  the 
world  and  it  would  therefore  appear  that  the  intrinsic  value  of  the  securities  of  most 
foreign  countries  that  have  come  in  the  past  to  the  United  States  for  financial  assistance 
is  even  higher  than  before." 
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catastrophic  financial  events.  It  is  to  be  questioned  whether,  particu- 
larly in  view  of  the  severity  of  the  conditions,  the  War  did  not  show 
that  foreign  investments,  by  and  large,  were  not  as  safe  as  invest- 
ments in  other  broad  fields. 

Of  course,  the  more  we  follow  this  new  path  of  foreign  invest- 
ments, the  more  rests  upon  us  the  obligation  of  studying  intensively 
and  diligently  the  progress  of  events  abroad,  especially  such  events 
as  are  revelatory  of  the  soundness  of  the  financial  policies  pursued 
by  the  governments,  business  enterprises  and  individuals,  the  legal 
protection  accorded  to  American  capital  in  foreign  countries,  and 
in  general  the  attitude  of  fair  play  for  the  benefit  of  our  nationals. 
It  appears  advisable  to  include  in  this  study  some  considerations  re- 
garding the  legal  situation  of  an  American  6v^aier  of  securities  or 
investments  in  foreign  countries.  This  part  of  the  study  (see  pages 
109  to  128)  has  been  confined  necessarily  to  somewhat  general  state- 
ments, but  it  is  hoped  that  what  is  said  will  emphasize  the  importance 
of  a  phase  of  the  subject  which,  on  occasion,  calls  for  particular 
attention. 

Life  Insurance  Companies  and  Foreign  Investments 

Life  insurance  companies  are  not  as  yet  permitted  by  law  to 
purchase  foreign  securities,  except  securities  of  any  foreign  country 
in  which  they  are  licensed  to  do  business ;  and,  even  in  that  case, 
their  investments  are  limited  by  their  aggregate  reserve  on  policies 
of  insurance  in  force  in  such  foreign  country.  Furthermore,  except 
in  the  State  of  Connecticut  savings  banks  are  not  authorized  to  in- 
clude foreign  bonds  among  their  legal  investments. 

Investment  Trusts  in  Foreign  Securities 

While  specific  data  are  not  available,  it  is  assumed  generally  that 
the  majority  of  investment  trusts  operating  in  the  United  States 
have  concentrated  so  far  mainly  on  domestic  securities  rather  than 
on  foreign.  The  geographical  distribution  of  the  foreign  holdings  of 
four  corporations  included  in  one  group  of  companies  throws  an  in- 
teresting sidelight  on  the  policies  pursued  by  those  American  invest- 
ment trusts  which  have  bought  foreign  securities  on  a  more  con- 
spicuous scale : 
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Percentage  of  Geographical  Distribution  of  Investments  as  of 
November  30,  1928 


Northern  Europe 

United  States  of  America 

British  Commonwealth  of  Nations 

Central  and  South  America 

Western  Europe   

Central   Europe    

Eastern  Europe  

Southern  Europe  

Japan  and  other  Asiatic  Countries 

Cash    , 


Isf  Corp. 


3.527 

19.251 

12.917 

4.373 

1.023 

17.158 

3.394 

4.009 

9.390 


75.042 

24.958 


100.000 


2nd  Corp. 


15.881 
4.477 
6.288 

11.135 

37.719 
4.767 

4.041 


84.308 
15.692 


100.000 


3rd  Corp.  4th  Corp.' 


14.728 

12.889 

2.661 

8.849 

41.553 

4.281 

6.458 


91.419 
8.581 


100.000 


20.081 

21.917 

3.174 

6.849 

23.405 

5.300 

6.626 


87.352 
12.648 


100.000 


*  Foreign. 

As  to  the  currencies  in  which  cash  and  investments  were  expressed 
and  payable,  the  following  table  as  of  November  30,  1928,  is  in- 
structive : 


Currency 

1st  Corp. 

2nd  Corp. 

3rd  Corp. 

4th  Corp.' 

United  States  Dollars   

Pounds  Sterling 

% 
50.875 
15.588 
7.638 
4.034 
3.950 
3.141 
2.878 
2.303 
2.213 
1.837 
1.175 
4.368 

% 

58.495 
7.277 

19.714 
1.365 
2.896 
1.754 

1.021 

2.289 

3.854 
1.335 

% 

36.901 

17.898 

24.585 

3.013 

5.230 

1.736 

1.979 

1.380 

5.177 
2.101 

% 
47.112 
24.398 

Reichsmarks   

11.958 

Japanese  Yen   

2.618 

Austrian  Schillings  

1.846 

Dutch  Guilders 

1.323 

Colombian  Pesos  

Hungarian  Pengos   

Danish  Klronen 

1.998 

Norwegian  Kronen  

1.754 

Italian  Lira 

Other  Currencies 

"  5.819 

French  Francs  

1.174 

100.000 

100.000 

100.000 

100.000 

*  Foreign. 

As  a  matter  of  further  interest,  the  report  of  the  same  group  of 
companies  as  of  the  same  date  furnishes  illuminating  classifications 
of  their  investments,  showing  the  diversification  among  bonds,  pre- 
ferred and  common  stocks,  as  follows : 
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1st  Corp. 

2nd  Corp. 

3rd  Corp. 

4th  Corp.' 

Bonds                      

% 
21.917 
10.274 
42.851 
24.958 

% 
66.367 

3.753 
14.188 
15.692 

% 
50.620 

3.288 
37.511 

8.581 

% 
37.351 

Preferred  Stocks  

9.679 

Common  Stocks     

40.322 

Cash                                   

12.648 

100.000 

100.000 

100.000 

100.000 

^  Foreign. 

A  final  classification  also  of  the  same  date  makes  a  distinction 
between  the  various  investments  of  three  of  the  corporations,  with 
respect  to  the  type  of  borrower  (Governmental,  Municipal,  or  pri- 
vate) and  the  economic  activity  exercised  by  the  last  named  type: 


2nd 
Corp. 

Bonds:  % 

Government  and  Municipal 30.581 

Transportation    2.334 

Public  Utility  9.026 

Industrial ...  12.208 

Banks  and  Landowners'  Ass'ns.  .  10.368 

Investment  Organizations 1.850 

Preferred  Stocks: 

Transportation    0.181 

PubHc  Utility  1.231 

Industrial     2.014 

Investment  Organizations 0.327 

Investment  in  Subsidiary .... 

Common  Stocks: 

Transportation    1.328 

Public  Utility   2.496 

Industrial     4.664 

Bank  and  Trust  Companies 2.874 

Insurance   Companies    0.362 

Investment  Organizations 2.464 

Investment  in  Subsidiary .... 

Cash  15.962 


3rd 

4th 

Corp. 

Corp.^ 

% 

% 

25.551 

15.412 

1.707 

1.848 

4.321 

5.632 

8.845 

5.035 

9.660 

8.732 

0.536 

0.692 

C.432 

0.607 

0.700 

1.179 

1.119 

1.897 

1.037 

2.364 



3.632 

3.317 

3.379 

2.684 

3.200 

19.821 

15.395 

5.520 

4.730 

0.690 

0.852 

5.479 

5.166 

.   •   .    . 

7.600 

8.581 

12.648 

'  Foreign. 


100.000 


100.000 


100.000 
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Foreign  Securities  on  New  York  Stock  Exchange 

The  introduction  on  a  larger  scale  than  heretofore  on  the  New 
York  Stock  Exchange  of  foreign  bonds  and  stocks,  whether  payable 
in  United  States  dollars  or  foreign  currencies — preferably  in  both — 
is  a  desirable  development,  provided  such  securities  correspond  in 
every  respect  with  conditions  under  which  a  sound  and  conservative 
investment  policy  may  be  followed  out.  Any  movement  to  render 
such  introduction  and  sale  easier,  deserves  support. 

The  basic  features  of  the  present  listing  requirements  of  the 
New  York  Stock  Exchange  have  been  explained  in  a  report  ap- 
proved by  the  Governing  Committee  of  the  New  York  Stock  Ex- 
change on  October  6,  1927.  This  report  sets  forth  in  detail  the 
considerations  involved  in  listing  foreign  internal  securities  on  the 
Exchange.  It  deals  among  other  things  with  the  preparation  of  cer- 
tificates, their  denomination,  the  legality  of  the  issue,  the  authentica- 
tion of  the  certificates,  requirements  of  a  New  York  transfer  office 
or  agency,  the  size  and  distribution  of  the  issues,  voting  power,  lan- 
guage of  the  certificates,  share  drawings,  stop  payments,  payment  of 
interest  and  dividends,  convertibility  from  foreign  into  American 
certificates,  and  vice  versa,  and  the  difference  between  foreign  and 
American  procedure  in  establishing  financial  statements.  The  com- 
ments on  the  last-named  point  are  as  follows : 

"The  Exchange  should  always  insist  that  American  holders 
of  foreign  shares  be  afforded  as  complete  and  frequent  infor- 
mation regarding  listed  foreign  companies  as  European  security 
holders,  and  that  such  information  be  in  a  form  which  can  be 
understood  by  American  investors.  In  addition,  where  the  state- 
ments appearing  in  the  application  do  not  agree  with  those  in 
the  bankers'  circular  describing  the  security,  the  minimum  in- 
formation required  as  a  condition  for  listing  should  include  a 
reconciliation  of  the  two  sets  of  figures.  The  amount  and  fre- 
quency of  information  which  this  Exchange  should  demand  as 
to  foreign  corporate  statements  must  depend  very  largely  upon 
the  conditions  and  circumstances  of  each  individual  case." 

On  the  subject  of  foreign  securities  taxation,  the  Committee  re- 
sponsible for  the  report  states,  "the  Exchange  should  strive  to  have 
its  listing  applications  clearly  state  the  liability  of  American  holders 
for  foreign  transfer,  circulation,  capital  issue,  inheritance  and  income 
taxes." 

47 


Fourteen  Years  of  European  Investments 

The  Exchange  is  concerned,  naturally,  also  with  the  question  of 
stable  currency  values.  In  this  connection,  the  Exchange  affirms  that 
it  "shall  list  only  foreign  securities  payable  in  a  currency  possessing 
a  definite  and  official  gold  value,  or  securities  of  a  country  with  a 
gold  currency.  This  policy,  however,  should  be  subject  to  such  excep- 
tions as  changes  in  currency  systems  and  conditions  now  unforeseen 
may  justify  in  the  future.  In  order  that  even  an  existing  gold  cur- 
rency may  sufficiently  indicate  its  stability,  it  may  prove  desirable  not 
to  list  foreign  currency  securities  here  until  gold  stabilization  has 
been  in  effect  for  an  adequate  period  of  time — say,  two  years." 

Moreover,  before  listing  the  securities  of  foreign  countries,  the 
report  insists  that  "the  Exchange  must  assure  itself  that  there  is  no 
governmental  restriction  abroad  against  the  payment  of  interest  or 
dividends  to  American  holders,  or  the  repayment  of  the  sale-proceeds 
of  the  certificate  in  case  of  resale  by  American  holders  in  the  market 
of  origin."  \^ 

As  regards  the  marketability,  the  point  is  stressed  that  "foreign 
issues  listed  here  should  have  a  reasonably  wide  market  abroad,  par- 
ticularly, of  course,  in  the  country  of  origin." 

Improved  Channels  of  Distribution 

A  growing  appreciation  of  the  relative  security  of  foreign  invest- 
ments over  a  period  of  years,  with  a  developing  tendency  to  hold 
such  investments  for  a  considerable  time  rather  than  buying  them 
merely  for  a  quick  "turn,"  will  result  in  the  market  for  such  securities 
becoming  more  stable.  This  development  would  encourage  issuing 
syndicates  and  houses,  when  necessary,  to  support  the  market  of 
those  securities  publicly  or  privately  placed  by  them.  This  policy,  in 
turn,  would  encourage  the  buyers  to  enlarge  their  holdings  in  foreign 
securities.  From  this  point  of  view,  the  method  of  selling  securities 
abroad  by  public  subscription  seems  to  appeal  to  that  type  of  investor 
who  is  more  steadfast  in  his  fealty  to  the  securities  he  acquires  and 
to  the  firms  from  which  he  acquires  them. 

Foreign  Securities  as  Collateral 

A  further  aid  in  popularizing  foreign  investments  would  be  the 
cooperation  of  a  larger  circle  of  banks  with  free  funds  legitimately 
available  for  loans  on  securities.  The  contemplated  cooperation  would 
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make  it  possible  for  the  owner  of  approved  foreign  securities  to 
contract  reasonably  margined  loans  on  them,  in  the  same  manner  tliat 
he  can  contract  loans  on  the  pledge  of  approved  domestic  securities. 
Even  now,  the  large  New  York  banks  make  it  a  practice  to  accept  a 
reasonable  amount  of  approved  foreign  securities  as  collateral  for 
loans  made  by  them,  without  material  change  in  margin  requirements. 
In  short,  they  apply  the  same  principles  to  foreign  securities  as  col- 
lateral as  are  applied  to  domestic  securities  for  such  a  purpose.  In 
either  case,  the  banks  look  to  marketability  without  necessarily  in- 
sisting upon  the  securities  being  quoted  on  the  New  York  Stock 
Exchange.  The  conviction  that  at  any  time  a  buyer  of  approved, 
foreign  securities  could  find  such  loaning  facilities  at  his  bank  would, 
no  doubt,  induce  him  to  enlarge  his  holdings  of  desirable  foreign 
investments. 

Speculation  and  Foreign  Securities 

The  question  of  the  reemergence  of  excessive  stock  exchange 
speculation,  which  is  one  of  the  results  of  the  World  War  and  which 
has  been  noticed  successively  in  almost  all  leading  countries — Eng- 
land, France,  Belgium,  Germany  and,  finally,  the  United  States — 
has,  of  course,  an  important  bearing  on  the  future  distribution  of 
foreign  securities.  There  can  be  no  objection  to  a  reasonable  volume 
of  future  commitments  on  the  part  of  the  stock-buying  public — a 
volume  reflected  in  the  United  States  in  the  call  money  loans,  and  in 
Europe  in  the  so-called  "Reports,"  "Contango"  or  "Ultimo  Con- 
tracts." But  there  can  be  an  unreasonable  volume,  and  the  reacliing 
of  a  dangerous  position.  There  surely  has  been  proof  recently  of 
these  contingencies.  Is  there  any  means  of  restricting  these  move- 
ments; of  controlling  them  and  compressing  them  within  Hmits 
deemed  to  be  reasonable?  And,  if  exaggerated,  by  what  means  can 
they  be  confined  within  the  limits  of  prudent  judgment?  What  is 
the  criterion,  and  which  authority  should  be  the  judge?  Is  the  mone- 
tary situation  the  principal  standard  to  be  applied  ?  How  can  arbitrary 
decisions  and  methods  be  avoided?  It  is  evident  that  the  answers  to 
these  questions  will  vary  according  to  the  country  examined,  and 
what  would  be  normal  in  one  market  might  not  be  in  another. 

Making  all  allowance  for  the  many  profound  changes  which  have 
taken  place  in  financial  habits  and  procedure  since  the  War,  there 
are,  nevertheless,  certain  definite  rules  which  appear  immovable  and 
which  cannot  be  affected  by  the  changing  times : 
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First:  There  is  only  a  certain  maximum  amount  of  business 
which  can  be  financed  safely  by  means  of  credit.  If 
credit  is  expanded  beyond  that  limit,  the  financial  struc- 
ture is  weakened  and  a  reaction  becomes  necessary.  The 
total  capital  and  credit  of  a  nation  must  be  distributed 
in  proper  proportions  in  all  the  fields  of  production  and 
consumption.  If  they  are  diverted  to  too  large  an  extent 
into  either  channel,  sooner  or  later  an  adjustment  will 
be  imperative,  lest  the  whole  economy  suffer. 

Second:  In  measuring  the  Stock  Exchange  security  values, 
whether  from  the  viewpoint  of  the  one  who  extends  or 
the  one  who  makes  use  of  credit,  the  same  yardstick 
must  be  used  as  in  measuring  credit  on  commodities ; 
namely,  is  the  collateral  self-liquidating  in  the  sense  that 
at  all  times  a  buyer  can  be  found  who  is  willing  to  take 
the  securities  at  a  price  which  will  bring  no  loss  to  the 
lender  ? 

Third :  In  so  far  as  Stock  Exchange  quotations  reflect  the  true 
intrinsic  value  of  the  securities,  and  discount  conserva- 
tively the  results  to  be  obtained  within  a  period  so  rea- 
sonably short  that  possible  future  developments  can  be 
foretold  with  fair  assurance,  and  are  not  based  too  much 
on  hopes  rather  than  actual  conditions  and  facts,  then 
such  quotations  carry  their  individual  measure  of  jus- 
tification. 

Whenever  in  the  past,  as  a  result  of  unrestricted  credit  facilities, 
the  price  movements  on  any  international  stock  exchange  have  ex- 
ceeded these  natural  limits,  a  contrary  movement  has  set  in  as  soon  as 
the  banks  of  the  country  or  countries  most  affected  have  been  obliged, 
for  their  own  protection,  to  restrict  their  facilities.  The  banks  have 
been  always  the  natural  custodians  of  the  short-term  resources  of  a 
country,  as  represented  through  deposits  and  sound  short-term  in- 
vestments made  under  their  guidance.  If  this  well-established  method 
of  contact  between  those  who  own  funds  and  those  who  need  them 
is  being  changed  and  our  banking  system  is  being  used  less  and  less 
for  the  distribution  of  certain  forms  of  credit,  this  is  a  serious  de- 
velopment, the  consequences  of  which  can  be  fathomed  only  at  a  time 
of  crisis  when,  through  actual  experience,  the  new  situation  must  be 
put  to  the  test. 

The  precipitous  declines  on  the  New  York  Stock  Exchange  in 
October  and  November,  1929,  emphasize  the  necessity  of  remember- 
ing what  financial  exjx'rience  has  taught.  An  editorial  in  the  New 
York  Times  of  October  26,  1929,  says  of  that  movement:  "Readjust- 
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ment  of  such  scope  and  character  never  leaves  the  speculative  mental- 
ity what  it  was  before.  We  shall  hear  considerably  less  in  the  future 
of  those  newly  invented  conceptions  of  finance  which  revised  the 
principles  of  political  economy  with  a  view  solely  to  fitting  the  stock 
market's  vagaries.  It  will  not  be  easy,  after  this  week's  occurrences, 
to  dismiss  contemptuously  the  teachings  of  past  financial  experience. 
Wall  Street  itself  will  now  be  ready  to  confess  that,  however  sur- 
rounding circumstances  may  change  from  one  era  to  another,  the 
great  underlying  influences  which  go  to  make  sound  or  unsound 
finance,  reasoned  prosperity  or  inflation  and  subsequent  disaster,  are 
precisely  the  same  to-day  as  in  the  all-but-forgotten  'pre-war  period.' 

"One  recent  episode  is  likely  hereafter  to  be  considered  in  an 
altered  light.  Wall  Street's  alternate  ridicule  and  denunciation  of  the 
Federal  Reserve's  policy  regarding  speculative  credit  reflected  as 
plainly  distorted  economic  ideas  as  the  attitude  of  the  Reserve  Board 
itself  indicated  far-sighted  judgment  of  causes  and  consequences  in 
the  market.  With  this  week's  experience  fresh  in  mind,  the  question 
will  be  asked.  What  would  probably  have  been  the  reckoning  if  the 
Reserve  banks,  as  Wall  Street  demanded,  had  'kept  their  hands  off'  ? 

"The  answer  ought  not  to  be  difficult.  With  banking  credit  drawn 
into  speculation  on  the  scale  of  the  'loans  by  others'  and  the  European 
lendings,  and  with  speculative  extravagance  stimulated  in  proportion, 
this  month's  settlement  might  easily  have  brought  the  markets  into 
the  grasp  of  a  disastrous  credit  crisis.  It  is  easy  to  argue  that  the 
Reserve  Board  might  have  done  some  things  differently  or  have 
done  them  at  a  different  moment ;  but  the  large  fact  now  stands  out 
that  the  board  foresaw  the  fated  outcome  of  the  stock  market  mania, 
that  it  boldly  recognized  its  own  duty  and  publicly  declared  its  own 
purposes,  that  it  acted  in  time  (as  it  did  not  in  1919),  tJiat  it  success- 
fully kept  the  credit  fund  for  commercial  uses  apart  from  the  in- 
satiable inroads  of  Stock  Exchange  borrowers,  that  it  prevented  the 
spreading  of  acute  money  stringency  from  the  stock  market  to  com- 
mercial loans,  and  that  it  thereby  insured  the  soundness  of  the  business 
situation  when  the  speculative  markets  went  on  the  rocks/' 

Reduction  of  United  States  Government  Debt 

During  the  fiscal  year  1928,  the  gross  debt  of  the  United  States 
was  reduced  from  $18,510,0CX),000  to  $17,604,000,000.  The  reduction, 
accordingly,  was  $906,000,000.  The  following  table  shows  the  steady 
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decrease  in  the  principal  of  the  national  debt  at  the  end  of  each 
fiscal  year,  1918-1928,  inclusive: 

National  Debt  of  the  United  States 

End  of  Fiscal  Year 

1918 $12,243,628,719 

1919 25,482,034,419 

1920 24,297,918,412 

1921 23,976,250,608 

1922 22,964,079,190 

1923 22,349,687,758 

1924 21,251,120,427 

1925 20,516,272,174 

1926 19,643,183,079 

1927 18,510,174,266 

1928 17,604,290,563 

The  average  annual  reduction  between  1919  and  1928  thus 
amounts  to  $875,304,873. 

To  the  extent  that  it  will  be  possible,  in  the  years  to  come,  for 
the  Government  to  continue  this  policy  of  reduction  of  our  internal 
debt,  our  domestic  investment  market  may  be  assumed  to  have  avail- 
able an  amount  equivalent  to  such  reduction  for  other  forms  of  in- 
vestment, whether  domestic  or  foreign. 

Outlook  for  Sale  of  Foreign  Securities 

Will  we  continue  to  invest  in  foreign  securities  on  a  large  scale 
and  what  will  be  our  guiding  directives  in  distributing  our  capital 
abroad  ? 

Has  the  absorption  of  foreign  securities  by  the  United  States, 
which  had  assumed  such  large  proportions  during  the  last  few  years, 
come  to  a  definite  halt  ?  There  do  not  seem  to  be  sound  reasons  for 
this  assumption.  Any  temporary  rise  of  the  dollar  abroad  due  to  high 
interest  rates  paid  by  New  York  brokers  for  call  money,  attracting 
larger  foreign  deposits,  only  increases  the  amount  which  foreign 
nations  owe  the  United  States  because  of  our  favorable  trade  balance 
and  other  items  entering  into  international  account,  and  should  not 
disguise  the  truth  that  upon  return  of  these  temporary  deposits,  the 
trend  which  on  balance  caused  the  United  States  since  1914  to  export 
capital  abroad,  rather  than  to  import  it.  will  be  reestablished.  It  is 
probable,  of  cour.se,  that  the   forms  in   which   such  capital   will  be 
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loaned  abroad  may  be  somewhat  altered,  and  that  account  will  be 
taken  of  the  changed  psychology  of  investors. 

Some  doubts  have  been  expressed  as  to  whether  our  sudden  entry 
into  the  financial  markets  of  the  world  was  not  simply  an  outcome 
of  extraordinary  conditions  created  by  the  war,  and  it  is  asserted 
that  this  entry  will  be  ephemeral.  Such  critics  point  to  the  progress 
made  by  London  in  the  last  few  years  in  regaining  its  old  position 
as  "the  greatest  international  money  market."  In  his  last  budget 
speech  the  then  Chancellor  of  the  Exchequer,  Mr.  Winston  Churchill, 
made  this  declaration  before  the  House  of  Commons : 

"We  are  able  to  maintain  money  rates  which  are  lower  than  those 
nominally  prevailing  in  New  York  and  lower  still  than  those  actually 
effectively  ruling  in  New  York.  The  bill  exchange  on  London,  which 
after  the  war  was  so  seriously  menaced  that  it  threatened  to  dis- 
appear, has  in  the  last  few  years  regained  its  time-honored  position 
as  the  favorite  international  instrument  and  token  of  commerce." 

Others  have  emphasized  the  rise  in  money  rates  in  this  country 
during  the  first  half  of  1929  and  the  tremendous  attraction  exer- 
cised by  our  stock  market,  this  attraction  resulting  in  the  absorption 
of  a  great  deal  of  capital  and  credit,  otherwise  potentially  available 
for  foreign  investment.  In  this  connection  it  may  be  observed  that 
in  this  country,  as  well  as  in  others,  only  a  minority  of  investors  can 
afford  to  disregard,  over  a  period  of  years,  the  actual  yield  which 
their  investments  will  bring  to  them,  because  they  rely  on  that  yield 
for  their  income,  present  and  future. 

Furthermore,  it  has  been  estimated  that  there  are  available  for 
domestic  and  foreign  investment  every  year  between  six  and  eight  bil- 
lion dollars,  representing  the  savings  of  the  American  people.  Tempo- 
rary stock  movements,  such  as  those  which  we  have  witnessed  during 
the  past  year,  occasionally  may  halt  the  normal  flow  of  these  savings 
into  the  traditional  channels  which  they  have  always  preferred. 
Changes  in  the  habits  and  points  of  view  of  the  mass  of  investors 
may,  in  the  future,  increase  the  proportion  of  the  investments  which 
are  made  in  stocks  rather  than  bonds;  but,  barring  a  change  in  the 
prosperity  of  our  country,  it  may  be  assumed  that,  making  due  allow- 
ance for  present  and  future  domestic  developments,  there  will  con- 
tinue to  be  available  in  the  years  to  come  an  increasingly  large  amount 
of  excess  capital.  This  excess  capital  naturally  will  find  its  way 
throughout  the  world  for  investment  in  securities  considered  reason- 
ably safe  and  commanding  attractive  returns. 
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It  has  been  shown  in  this  study  that  the  golden  rule  would  seem, 
to  favor  a  wise  distribution  of  investm,ents  over  a  number  of  coun- 
tries, in  order  that  the  economic  ebbs  and  tides,  as  reflected  in  the 
rise  and  fall  of  securities,  may  be  distributed  as  evenly  as  possible. 
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AUSTRIA 


Special  interest  attaches  to  invest- 
ment in  Austrian  issues  because  of 
the  elimination  of  the  old-time  Dual 
Monarchy,  with  resultant  effects. 
The  study  is  of  a  state  profoundly 
affected,  financially  and  industrially, 
through  war. 


Before  the  war,  Vienna  was  the  money  capital  of  South- 
eastern Europe,  and,  by  means  of  large  scale  banking  operations 
and  issues  of  foreign  securities,  financed  most  of  the  business  of 
the  surrounding  countries,  especially  in  the  Balkans.  Although 
moved  to  its  foundations  by  the  war,  Austria  has  succeeded 
nevertheless  in  maintaining  a  part  of  the  financial  influence  ex- 
erted in  pre-war  days.  Notwithstanding  its  relatively  limited 
present  means  and  the  losses  entailed  within  the  last  decade  and 
a  half,  Austria's  position  in  the  world  of  finance  to-day  still  is  that 
of  an  important  intermediary.  The  country's  technical  organiza- 
tion,  added  to  the  long  experience  of  its  bankers,  gives  Austria 
distinct  advantages ;  and  it  should  be  remembered  that  Austria's 
advantages  also  are  based  on  the  good  credit  of  long  standing, 
and  the  relationships  which  its  financiers  have  with  banking  in- 
stitutions and  investors  in  other  countries. 

The  conservative  investor  desirous  of  purchasing  bonds  or  stocks 
on  the  Vienna  market  during  January,  1914,  would  have  had  pre- 
sented for  his  consideration  a  large  number  of  first-class  issues. 

What  the  fate  of  such  an  investment  would  have  been,  is  strik- 
ingly evident  from  Tables  Nos.  1  and  2.  The  difference  is  most 
apparent  in  the  case  of  bonds.  In  purchasing  mortgage  bonds,  for 
example,  in  1914,  it  was  a  matter  of  indifference  from  which  country 
of  the  former  Austro-Hungarian  Monarchy  they  originated.  They 
had  approximately  the  same  price  and  all  were  made  out  in  Austrian 
Crowns.  After  the  war,  100  pre-war  Austrian  Crowns — if  the  hold- 
ing comprised  Lower  Austrian  mortgage  bonds — were  turned  into 
100  Austrian  Crowns ;  that  is  to  say,  into  1/100  of  an  Austrian  Schill- 
ing, whereas  100  p?t-war  Austrian  Crowns  invested  in  Bohemian 
mortgage  bonds  were  changed  into  100  Czech  Crowns.  This  one 
example  may  suffice.  It  must  be  considered,  in  addition,  tliat  condi- 
tions became  different  in  every  one  of  tiie  so-called  Succession 
States,  not  only  because  of  the  rate  of  exchange  developing  between 
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the  pre-war  Austrian  Crown  and  the  new  national  currency,  but  also 
because  of  the  great  diversity  with  which  the  question  of  revaloriza- 
tion (Aufwertung)  was  treated  in  these  different  states. 

Debts  of  the  Old  Monarchy 

The  debts  of  the  old  Austro-Hungarian  Monarchy  were  regu- 
lated in  the  Treaty  of  St.  Germain.  This  treaty  differentiates  between 
secured  and  unsecured  loans,  and  between  issues  in  Austrian  Crowns 
and  other  currencies. 

Before  the  war  the  Dual  Monarchy's  currency  naturally  was  con- 
sidered just  as  good  as  that  of  any  other  great  power.  So  far  as 
bonds  are  concerned,  the  investment  might  have  been  in 

4  per  cent  Austrian  Rente  in  Crowns 

or  in       4  per  cent  Rudolfsbahn  Prioritaten  Mortgage  Bonds 

or  in       4  per  cent  Staatsbahn  Prioritaten  Mortgage  Bonds 

or  in       4  per  cent  Elisabethbahn  Gold  Mortgage  Bonds 

In  the  first  case  the  bond  became  practically  valueless ;  in  the 
second  case  its  value  was  reduced  to  4  per  cent;  in  the  third  case  to 
14  per  cent,  and  in  the  fourth  case  to  48  per  cent  of  the  amount  orig- 
inally invested. 

In  choosing  Austrian  shares  for  investment  before  the  war,  no 
one  was  concerned  particularly  as  to  whether  the  plants  of  the  in- 
dustry invested  in  were  situated  in  the  German,  Czech,  Italian  or  any 
other  part  of  the  Monarchy.  As  a  result  of  the  splitting  up  of  the 
former  monarchical  territory,  company  after  company  saw  itself 
placed  under  a  new  government;  customs  frontiers,  often  insur- 
mountable, sprang  into  existence  and  subsequently  passed  away,  to 
be  replaced  by  others ;  markets  were  lost  suddenly,  with  the  problem 
of  regaining  new  markets,  if  individual  companies  were  to  survive. 
In  addition,  and  very  importantly,  inflation  ate  up  the  substance  of 
companies  to  a  greater  or  less  degree,  the  relative  position  in  this  re- 
spect being  largely  dependent  on  where  the  company  found  itself ; 
that  is,  in  which  Succession  State  it  finally  was  located. 

Pre-War  Investment  in  Austrian  Shares 

As  an  instance,  it  may  be  shown  what  percentages  of  invested 
capital  would  have  been  preserved  if  share  investment  had  been  made 
in  four  issues  which  were  well  regarded  in  the  first  month  of  1914. 
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For  this  purpose  there  were  selected  a  leading  bank  stock  (Aus- 
trian Credit)  ;  a  prominent  mining  share  (Alpine  Montan)  ;  and  two 
outstanding  Bohemian  shares  (Nordboehmische  Kolilen  and  Prager 
Eisen).  These  four  shares  may  be  taken  as  representing  an  average 
choice  of  industries  in  January,  1914.  In  the  calculations  it  was  pre- 
sumed that  money  for  subscribing  to  new  shares  was  provided  by 
the  sale  of  an  adequate  amount  of  old  shares. 

Evidently  it  is  difficult  with  respect  to  shares  to  arrive  at  a  strictly 
correct  "coefficient  of  depreciation"  by  calculation,  for  the  careful 
investor  in  1914  might  have  chosen  either  the  Nordboehmische  Koh- 
len  shares,  or  the  Austrian  Credit  shares,  just  as  in  bonds  he  might 
have  preferred  either  the  4  per  cent  Austrian  Rentes  in  Crowns, 
or  the  Staatsbahn  Prioritatem  4  per  cent  mortgage  bonds. 

It  may  be  noted,  in  passing,  that  the  decreased  value  of  the  shares 
instanced  is  due  partly  also  to  capital  increases. 
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BELGIUM 


The  post-war  recovery  in  Belgian 
securities  lias  resulted  not  only  from 
the  improved  -financial  position  of 
the  nation,  hut  also  from  the  intrin- 
sic value  of  many  issues. 


Belgium  after  the  trials  without  precedent  which  she  had  to 
undergo  during  the  war,  devotes  herself  with  intelligence  and 
perseverance  to  the  development  of  her  potentially  great  colonial 
resources  and  the  up-building  of  her  former  industrial  produc- 
tivity. 

Her  economy  has  adapted  itself  rather  quickly  to  the  new 
conditions  with  which  she  was  confronted  as  a  result  of  the  infla- 
tion of  her  currency  and  its  subsequent  stabilization. 

Belgian  investments  before  the  war  were  largely,  if  not  pre- 
ponderantly, in  bonds,  the  balance  of  available  capital  being  placed 
in  approved  shares  ranking,  in  effect,  next  to  bonds,  because  of  their 
regular  dividend  record.  Sometimes  the  bond  investment  was  as  much, 
approximately,  as  seventy-five  per  cent  of  the  available  capital ; 
rarely  was  it  customary  to  invest  less  than  fifty  per  cent  in  bonds. 
The  purchase  of  foreign  bonds  was  and  still  is  a  favorite  form  of 
investment  in  Belgium.  It  may  be  noted  that  among  these  issues 
Argentine,  Brazilian  and  Uruguayan  loans  were  taken  regularly  by 
the  Belgian  public  and  previous  to  the  war  there  was  a  very  large 
market  in  Belgium  in  Cedulas  (mortgage  bonds)  of  the  Banco  Hypo- 
thecario  Argentina,  and  Japanese  internal  loans. 

Tables  Nos.  3  and  4  (Exhibit  A)  are  stocks  and  bonds  composed 
entirely  of  Belgian  issues,  indicating  in  detail,  what  would  have  been 
the  result  of  investment  in  January,  1914,  in  any  or  all  of  the  securi- 
ties. An  effort  has  been  made  in  compiling  the  list  to  include  securi- 
ties which  would  have  been  rated  as  among  the  best. 

It  must  be  borne  in  mind,  that  when  one  is  actually  tracing  in- 
vestment in  Belgian  securities  from  1914  on,  consideration  has  to  be 
given  to  the  fact  that  numerous  Belgian  companies  have  modified 
their  capital  structure  since  1914 — either  through  issuing  new  shares 
or  exchanging  old  shares  for  new  in  specified  proportions.  Therefore, 
to  obtain  an  absolutely  precise  result  it  will  be  necessary  to  take  into 
account  the  many  subscription  rights  issued  along  with  capital  in- 
creases, which  rights  either  may  have  been  sold  or  taken  up.  Such 
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rights  are  not  dealt  in  on  the  official  market  in  Brussels.  There  is 
no  official  record,  therefore,  of  the  prices  of  such  rights  during  the 
years  mentioned,  which  period  includes,  of  course,  the  time  when 
Belgian  territory  was  invaded  and  occupied,  and  it  is  not  possible, 
on  this  account,  to  give  authoritative  figures.  A  study  of  Table  A, 
however,  will  enable  the  reader  to  form  an  opinion  as  to  the  history 
of  invested  capital  in  Belgium  since  the  war. 

Tables  Nos.  5  and  6  (Exhibit  B)  give  corresponding  figures  for 
a  number  of  Belgian  bonds  and  stocks  (banks  and  industrial  issues, 
with  some  foreign  issues)  which  might  also  have  figured  in  the  pur- 
chases had  a  larger  investment  been  contemplated. 
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DENMARK 


The  showing  with  respect  to  Danish 
investments  indicates  the  relative 
stability  of  approved  securities,  even 
though  chosen  on  a  somewhat  lim,- 
ited  market  and  rejecting  conditions 
brought  about  by  the  war. 


Denmark  is  essentially  an  agricultural  country,  whose  credit 
in  international  markets  stands  firm  despite  war  readjustments. 
The  return  to  the  gold  standard  has  created  difficulties  for  the 
country  because  of  the  deflation  which  ensued  and  brought  in 
its  wake  insolvencies,  both  in  the  commercial  and  banking  fields. 
Thanks  to  the  energetic  intervention  of  the  Government  and  the 
Bank  of  Issue  these  difficulties  were  overcome,  although  at  the 
cost  of  heavy  sacrifices  imposed  on  the  taxpayers,  but  faith  in 
the  traditional  high  Danish  business  credit  was  not  shaken. 

The  Danish  securities  listed  in  the  accompanying  table  as  rep- 
resenting an  investment  of  $25,000  in  January,  1914,  may  be  con- 
sidered as  fairly  representative  of  first-class  securities,  both  shares 
and  bonds,  in  accordance  with  reasonably  good  market  judgment  at 
the  time.  The  net  result  of  the  investment  affords  interesting  proof 
that  one  does  not  necessarily  have  to  go  to  a  crowded  market  to  make 
attractive  purchases ;  also,  although  financial  worries  have  not  been 
absent  from  Denmark  during  the  war  period  and  since,  it  is  evident 
that  there  has  been,  on  the  whole,  a  creditable  performance  despite 
war  and  post-war  vicissitudes. 

The  hypothetical  investment  shown  in  Tables  Nos.  7  and  8  (Ex- 
hibit A)  carries  the  following  assumptions: 

That  an  American  investor  on  January  2,  1914,  had  transferred 
to  Copenhagen,  the  sum  of  $25,000;  that  this  amount  was  converted 
into  Danish  Kroner  at  the  rate  of  exchange  of  the  day;  that  about 
half  of  the  amount  was  invested  in  good  Danish  interest-bearing 
bonds ;  that  the  remaining  part  was  invested  in  Danish  dividend- 
paying  shares  considered  sound,  this  investment  being  spread  among 
banks,  public  utility  companies,  shipping  companies  and  industrial 
companies ;  that  the  investments  were  made  in  accordance  with  good 
financial  judgment;  and  that  the  American  investor  did  not  sell  any 
of  these  securities. 

It  is  further  assumed  that  any  capital  bonus  issued  gratis  to  the 
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stockholders  was  retained  and  added  to  the  investment ;  that  all  sub- 
scription rights  were  sold  at  the  approximate  price  which  ruled  when 
such  rights  would  have  been  sold ;  and  that  the  proceeds  of  bonds 
drawn  for  repayment  were  reinvested  in  the  same  security.  It  is  im- 
possible to  calculate  the  profit  derived  from  redemption  of  bonds,  but 
the  figures  given  are  thought  to  represent  a  fair  estimate. 

Tables  Nos.  9  and  10  (Exhibit  B)  give  corresponding  figures  for 
a  number  of  Danish  bonds  and  shares  which  might  have  been  selected 
in  place  of  those  mentioned  in  Table  A. 


67 


X 

w 

Q 
I— I 


Q 
< 

g  -^ 

w  < 

Pm 

o 

u 


> 

CO 
Q 

w 
o 
u 

>-( 

Q 


H  ^ 


o 

H 

^; 

u 
Pi 
a 

fa 


fa 
o 

H 
J 
t> 

fa 


Average 
Yield  1  in 
Per  Cent 

00 

5 

100%  as  a  Fixed  Deposit 

Yi  5  w  English  Banks 
i%5  m  Banks  in  Other 

European  Countries 

%5  in  United  States  and 

Canadian  Banks 

100.00 
57.20 
63.88 

i6'(9%  w  Stocks 
Yi5  in  England 

i%5  in  Other 
European 
Countries 

Co 
.a 

"2 
5 

o 

p 

On 
ro 

CO 

O 

2 

1007c  as  a 
Fixed 

Deposit  in 
English 
Banks 

100.00 

92.40 

100.43 

Average 
Yield  ^  in 
Per  Cent 

o 

CO 

On 
On 

O 
CM 

100%  in 
English 
Stocks 

8 
8 

1-H 

On 
CM 

i-H 

CO 
m 

00 

Com- 
bined 
Yield  ^  in 
Per  Cent 

5.08 
4.68 
4.23 

Average 
Yield  ^  in 
Per  Cent 

^ 

^ 

o 

CO 

50%}  in  Bonds 

50%  in  Stocks 

Y\  5  ir^  England 

i%r,  in  Other 

European  Countries 

%5  in  United  States 

and  Canada 

100.00 

68.29 

103.62 

100%  in  Bonds 
Yi5  in  England 

1H 

2 

8 

CM 

o 

fO 

Average 
Yield  1  in 
Per  Cent 

5.650 
5.395 
4.500 

Average 
Yield^  in 
Per  Cent 

00 

00 

50%  in  Bonds 

50%  in  Stocks 

All  English 

Securities 

100.00 
103.88 
201.50 

100%  in 
English 
Bonds 

1 

00 

00 

00 

ON 

CM 

0^ 

00 

1914  .... 
1924  .... 
1928  .... 

^  ^  ^    s 


68 


ENGLAND 


Outstanding  features  in  the  accom- 
panying illustration  of  investment 
in  British  securities  over  the  ivar 
and  post-war  periods  are  the  stabil- 
ity of  iixed  interest-hearing  securi- 
ties (bonds)  and  the  appreciation  of 
sound  dividend-paying  industrials. 


What  explains  the  financial  hegemony  of  Great  Britain  in 
spite  of  her  traditionally  unfavorable  trade  balance?  What  con- 
stitutes the  greater  part  of  her  national  assets  and  revenues?  It 
is  not  her  agriculture.  It  is  not  even  her  domestic  industries, 
some  of  which  are  struggling  so  hard  to  overcome  the  effects  of 
the  war.  It  is  chiefly  her  genius  in  discovering,  long  before  the 
other  nations,  the  advantages  of  world-wide  activities  in  foreign 
trade,  international  banking  and  the  investment  of  her  capital 
all  over  the  globe. 

When  in  January,  1914,  a  sum  of  approximately  $25,000  theoreti- 
cally was  invested  on  the  London  market,  the  owner  of  the  capital 
may  have  been  supposed  to  divide  his  investment,  as  nearly  equally 
as  possible,  between  fixed  interest-bearing  securities  (bonds)  and 
sound  dividend-paying  industrials.  The  net  result  of  such  investment, 
left  undisturbed,  is  shown  in  the  Tables  Nos.  11,  12,  13  and  14. 

The  calculations  presented  in  Tables  Nos.  11  and  12  (Exhibit  A) 
have  been  used  in  our  general  comparative  table  and  comments  as 
they  were  based  on  actual  transactions  as  shown  in  the  books  of  a 
leading  firm  of  London  stock  brokers. 

In  connection  with  Tables  Nos.  11  and  12  (Exhibit  A)  it  will 
be  noticed  that  it  was  thought  to  be  advisable  originally  to  make  a 
wider  selection  of  representative  securities  than  could  well  have  been 
comprised  within  the  limit  of  $25,0(X).  However,  as  will  be  seen,  the 
calculations  made  have  been  subsequently  reduced  to  a  $25,000  basis. 

The  calculations  are  complicated  in  some  cases  by  the  issue  of  new 
shares.  As  it  was  assumed  that  the  investor  did  not  desire  to  invest 
more  than  the  initial  capital  of  $25,000,  the  rights  to  new  shares  were 
considered  to  have  been  sold  at  the  market  price  and  the  proceeds 
included  in  the  income. 

In  the  fixed  interest-bearing  securities,  mentioned  in  Tables  Nos. 
13  and  14  (Exhibit  B),  Bank  of  England  stock  has  been  included  as 
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representing  Government  debt.  Although  strictly  speaking,  Bank  of 
England  stock  is  not  a  fixed  interest-bearing  security,  and  although, 
as  a  matter  of  fact,  the  interest  on  this  stock  has  been  raised  during 
the  1924-1928  period,  yet,  for  all  practical  purposes.  Bank  of  Eng- 
land stock  was  regarded  as  a  fixed  interest-bearing  security  in  1914; 
up  to  that  year  the  dividend  had  not  varied  for  about  ten  years.  In 
each  of  the  fixed  interest-bearing  securities  approximately  £500  was 
invested,  according  to  the  hypothesis,  commissions  being  omitted 
from  the  calculations.  It  will  be  seen  that  the  original  sum  invested 
in  the  five  fixed  interest-bearing  securities  combined  was  £2,495 ;  that 
this  capital  sum  depreciated  to  £2,289  in  October,  1924 ;  and  that  the 
capital  sum  in  April,  1928,  was  £2,344. 

The  Industrial  Securities 

With  respect  to  the  five  industrial  securities  in  Tables  Nos.  13 
and  14  (Exhibit  B),  it  should  be  stated  that  the  assumption  is  that 
the  investor  provided  no  new  capital  during  the  period  considered^ — 
i.e.,  1914-1928 — but  whenever  rights  to  subscribe  were  given  in  re- 
spect of  any  of  his  share  holdings,  these  were  sold  in  the  market, 
proceeds  being  regarded  as  income  and  hence  so  included  in  the  last 
column  of  Table  B.  In  the  case  of  the  British-American  Tobacco 
Company  there  were  two  such  issues  to  shareholders,  the  first  of 
one  in  three  at  par  (£1)  in  August,  1919,  and  the  second  of  one  in 
five  at  par  in  June,  1926.  Free  bonus  issues  involving  the  putting 
up  of  no  fresh  capital  by  the  share  holder  are  assumed,  on  the  other 
hand,  to  have  been  taken  up  and  added  to  the  original  holding. 

Table  No.  14  (Exhibit  B),  covering  stocks,  shows  that  the  orig- 
inal investment  in  all  five  of  £2,480  had  appreciated  by  October, 
1924,  to  £5,445,  and  that  if  sold  in  April,  1928,  the  holdings  would 
have  realized  no  less  than  £13,720.  The  bracketed  yields  represent  the 
yields  "less  tax"  on  the  shares  of  these  companies,  which  in  practice 
pay  their  dividends  "free  of  income  tax." 
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FRANCE 


France's  marvelous  recuperative 
power  has  been  illustrated  since  the 
World  War,  not  only  through  a 
strengthening  of  domestic  position, 
industrially  and  financially,  hut  also 
by  reawakened  interest  with  respect 
to  foreign  investment. 


France  long  has  occupied  a  prominent  situation  among  the 
great  financial  powers  of  the  world,  because  of  the  first-class 
credit  she  has  enjoyed  and,  as  well,  because  of  the  fact  that  she 
accommodated  foreign  borrowers  liberally.  As  a  result  of  money 
depreciation  and  other  effects  of  the  world  conflict,  French  finan- 
cial influence,  for  a  time  following  the  war,  was  less  in  evidence, 
but  during  the  last  few  years,  the  stabilization  of  the  franc,  with 
France's  marvelous  financial  recovery,  again  has  established  the 
nation  in  its  traditional  position. 

This  most  recent  chapter  in  French  financial  history  is  due, 
to  no  small  degree,  to  the  success  with  which  the  French  Gov- 
ernment and  the  Bank  of  France  have  succeeded  in  upbuilding 
the  country's  gold  and  foreign  exchange  reserve.  As  a  result,  the 
French  Bank  of  Issue  commands  foreign  balances  of  such  pro- 
portions that  the  franc  to-day  is  one  of  the  most  amply  covered 
international  currencies  insofar  as  gold  is  concerned. 

France  early  saw  the  multiple  advantages  accruing  to  the 
country,  both  commercially  and  politically,  from  the  purchase 
of  foreign  securities  by  her  citizens.  It  is  to  be  hoped  that  the 
experiences  of  her  investors  with  foreign  loans  payable  in  gold 
francs  will  place  her  on  the  side  of  those  who  advocate  a  clearer 
international  understanding  regarding  obligations  of  debtors 
arising  from  the  gold  clause  intended  to  assure  the  holder  of  for- 
eign bonds  the  return  of  his  capital  and  interest  in  gold. 

At  the  same  time,  measures  are  contemplated  by  the  Govern- 
ment and  Parliament  to  protect  the  French  buyers  of  securities 
more  amply.  These  measures  deal  with  publicity  regulations  on 
new  issues  and  the  sale  of  securities  by  banks  and  brokerage 
houses. 

Moreover,  profound  consideration  is  being  given  to  the  study 
of  the  heavy  direct  and  indirect  taxes  which  are  imposed  on 
security  issues  in  France,  and  which  reduce  the  yield  for  the 
holders  rather  considerably.  Already  the  French  Parliament  has 
abolished  the  seventy-year-old  "abonnement"  system  for  for- 
eign securities  under  which  the  French  holder  of  a  share  in  a 
foreign  company  had  to  pay  an  income  tax  of  IS'*'   on  dividends 
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cashed  in  France.  Even  the  new  tax  of  up  to  4%  of  the  nominal 
value  is  high  compared  with  2%  in  England,  1^%  in  Belgium 
and  Switzerland  and  1%  in  Holland,  As  to  the  income  tax  on 
foreign  coupons  it  amounts  in  Belgium  and  Switzerland  to  only 
6%  and  in  Germany  to  10%.  On  the  success  with  which  these 
efforts  will  be  crowned,  will  depend  a  great  deal  the  future  of 
the  French  financial  market  for  foreign  securities. 

FRENCH    FINANCE    COOPERATES    WITH    COMMERCE 

The  creation  of  railways,  canals,  harbors,  etc.,  in  foreign 
countries  with  the  financial  support  of  foreign  enterprises  by 
French  capital  or  engineering  concerns,  has  been  a  source  of 
profit  for  French  foreign  commerce.  This  has  resulted  in  large 
orders  to  French  industry,  under  the  active  pressure  of  the 
French  governmental  representatives  in  foreign  countries  and 
with  the  intimate  cooperation  of  the  competent  official  authori- 
ties at  home  who  have  been  interested  in  seeing  that  the  issue 
of  the  respective  loans  and  their  introduction  on  the  Paris  Stock 
Exchange  subject  to  French  commercial  interests  was  safe- 
guarded in  this  respect. 

With  renewed  French  financial  strength,  there  would  seem 
to  be  no  question  that  the  nation,  of  which  M.  Briand,  many 
years  ago,  said  that  its  gold  fertilizes  the  world,  is  destined  to 
show  anew  distinctive  leadership  in  the  investment  field.  War  and 
post-war  experiences  doubtless  have  taught  their  lessons  to 
Frenchmen,  for  memories  of  losses  sustained  in  Russia  and 
Turkey  are  not  forgotten  easily.  But  the  principle  of  foreign  in- 
vestment, judiciously  applied,  again  is  a  power  in  France  and, 
along  with  this,  added  impetus  certainty  is  being  given  to  the 
expansion  of  French  industries  at  home  and  in  the  colonies. 

The  investment  tables  for  France  have  been  based  mainly  on  a  list 
of  securities  recommended  by  a  well-known  French  financial  publica- 
tion, Le  Rentier,  in  its  issue  of  January  7,  1914.  No  mention  was 
made  in  this  list  of  Russian  Government  bonds.  France,  in  1913,  had 
invested  13,600  billion  Francs  in  Russian  securities,  but  inasmuch  as 
such  securities  at  the  time  were  considered  in  France  as  legal  invest- 
ment, even  for  minors  and  incapacitated  persons,  it  was  thought 
proper  and  logical  to  include  in  our  statement  a  small  amount  of 
Russian  Government  bonds. 

The  yield  of  all  bonds  has  been  established  without  regard  to 
the  premium  at  which  they  are  callable.  It  is,  therefore,  a  gross  yield, 
without  deduction  of  taxes  for  1924  and  1928. 

It  is  interesting  to  note  that  had  it  not  been  for  the  heavy  depre- 
ciation of  the  franc  as  reflected  in  its  gold  value,  the  original  capital 
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of  $25,000  invested  on  January  6,  1914,  would  have  shown  an  appre- 
ciation on  April  2,  1928,  of  $2,428.20.  In  other  words,  the  decline 
of  the  French  securities  as  shown  is  due  to  the  depreciation  of  the 
national  currency.  As  established,  the  list  is  typical  of  French  invest- 
ment practice,  both  as  regards  bonds  and  stocks,  although,  possibly, 
it  might  be  contended  that  the  list  of  bonds  should  include  a  some- 
what larger  proportion  of  foreign  bonds  in  order  to  represent  more 
accurately  the  French  investment  habits  of  the  days  prior  to  the  war. 
The  stocks  are  well  diversified  and  include  bank  shares,  public  util- 
ities, mining,  steel  works  and  stocks  in  navigation  companies. 

Yields 

According  to  the  Situation  Economique  et  Financiere,  the  yield 
of  the  principal  French  rentes  was  as  follows : 

Net  Yield 

Quotations  Quota-  Per 

Perpetual  Rentes:                           Feb.  13, 1929  tion  Cent 

3%    71.50  71.00  4.25 

5%  1915-1916    96.85  96.65  5.18 

4%  1917   86.85  86.00  4.65 

4%  1918  85.25  84.75  4.72 

6%  1920   101.97  100.65  5.96 

4%  1925  (2)   123.75  121.30  4.28 

Rentes  for  Sinking  Fund: 

3%   77.75  77.40  5.00 

5%  1920  payable  at  150 116.95  115.30  4.85 

6%  April.  1927  (3) 107.45  105.45  5.70 

Bonds.  6%  June,  1927 503.50  499.75  6.00 

5%  1918 95.40  93.95  5.36 

Bonds  Caisse  Aut.  (4) 623.00  606.75  6.68 

Bonds  issued  before  the  war  by  the  important  French  metallurgi- 
cal and  industrial  companies,  yielded  at  that  time  on  the  average,  5%. 
The  net  return  of  French  stocks  at  the  same  date  was  about  2j/^%, 
based  on  fifty  important  French  shares  quoted  on  the  official  foreign 
market  during  the  first  half  of  February,  1914. 
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GERMANY 


Process  of  reconstruction  following 
the  inflation  fever  is  indicated  by  the 
course  of  selected  German  securities 
considered  as  offering  mediums  for 
sound  inzfestment  before  the  war. 


Germany  has  at  all  times  in  the  course  of  her  history  appre- 
ciated the  advantage  of  attracting  foreign  capital  for  the  expan- 
sion of  her  national  industrial  and  commercial  activities.  Along 
with  this,  before  the  war,  the  German  people  used  their  own 
savings  to  carry  out  a  broad-gauge  foreign  investment  policy, 
especially  in  South  America  and  the  Far  East.  The  prosperity 
of  the  country  and  its  unexampled  industrial  advance  before  1914 
were  due  largely  to  the  intelligent  initiative  of  her  bankers  in 
attracting  foreign  capital.  The  situation  has  changed  since  the 
war.  Partly  as  a  result  of  the  heavy  obligations  which  Germany 
had  to  assume  and  partly  due  to  the  substantial  decline  in  her 
working  capital  after  the  inflation,  the  nation  has  had  to  enter 
upon  a  prolonged  era  of  borrowing  both  for  short  and  long  terms. 
These  foreign  loans,  together  with  the  participation  of  foreign 
capital  in  German  enterprises  undoubtedly  have  added  consider- 
ably to  the  productive  power  of  the  country,  which  permitted  Ger- 
many to  export  in  1928,  including  the  deliveries  in  goods  on  ac- 
count of  reparations,  merchandise  valued  up  to  three  billion  dollars. 

Part  of  the  price  paid  for  the  war  is  evidenced  by  a  study  of  the 
actual  course  of  values  of  German  securities  which,  early  in  1914, 
were  regarded  as  essentially  sound  for  investment.  Such  a  study  re- 
flects necessarily  the  slow  recovery  from  currency  inflation,  and  the 
subsequent  stabilization  requiring  a  very  considerable  time. 

If  $25,000  had  been  invested  in  German  securities  in  1914,  the 
equivalent  would  have  been  Reichsmarks  106,315.  It  is  fair  to  proceed 
on  the  assumption  that  of  this  sum  M.  100,000  might  have  been 
placed  in  equal  proportions  in  the  following  five  bonds  and  shares 
of  five  banking  and  industrial  concerns,  an  allowance  of  about 
M.  10,000  being  made  for  each  separate  investment: 

4  per  cent  Meininger  Hyp.  Bk.  Badische   Anilin   &   Soda    Fabr. 

Mortgage  Bonds  Shares  (now  I.  G.  Farben) 

3>4  per  cent  Prussian  Consols  Allgem.  Elektrizitaets  Ges.  Shares 

3  per  cent  German  Govt.  Bonds  I  lapag  ( Hamburg-Amerika  Line) 

4  per  cent  Frankfort  City  Bonds  Shares 

4  per  cent  Krupp  A.  G.  Bonds  Hari^ener  Bergbau  Shares 

Deutsche  Bank  Stock 

This  would  have  left  a  cash  balance  of  M.  6.315  on  account. 
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Effect  of  Capital  Increase 

Apart  from  the  difficulties  connected  with  the  currency  inflation, 
the  fact  that  during  the  years  1914-1928  the  companies  mentioned 
have  increased  their  capital  in  a  number  of  instances,  with  sub- 
scription rights  given  to  shareholders,  complicates  the  calculations. 
As  will  be  understood  these  rights  either  could  have  been  sold,  the 
proceeds  being  credited  to  the  cash  balance  account ;  or  they  could 
liave  been  exercised.  According  to  the  attitude  adopted,  as  a  rule, 
by  the  German  investing  public,  it  is  reasonable  to  assume  that  the 
rights  would  have  been  exercised,  the  new  shares  having  been  paid 
for  from  the  return  in  interest  and  dividends  on  both  bonds  and 
shares,  plus  the  balance  of  M.  6,315.  This  interest  and  dividend  re- 
turn, plus  the  Mark  balance,  would,  in  fact,  have  covered  the  re- 
quired amounts  for  new  subscriptions.  On  this  basis  the  following 
calculations  are  arrived  at : 

Initial  investment,  January  2,  1914,  $25,000  =  M.  100,000  actu- 
ally invested,  plus  cash  balance  of  M.  6,315. 

Value  on  October  14,  1924  (inclusive  of  the  new  shares  sub- 
scribed for),  $3,900=  RM.  16,350,  or  15.4  per  cent  of  the  original 
value. 

Value  on  April  1,  1929,  $12,220  =  RM.  51,150  or  48.2  per  cent 
of  the  original  cost. 

At  the  normal  compound  interest  rate  of  5  per  cent  on  the  in- 
vested capital,  the  capital  would  have  increased,  after  ten  years,  by 
63  per  cent  to  163  per  cent,  and  after  thirteen  and  one-half  years  by 
100  per  cent  to  200  per  cent,  whereas  it  has  actually  declined  to  15.4 
per  cent  and  48.2  per  cent,  respectively.  Figuring  in  the  normal  in- 
crease due  to  compound  interest,  the  total  loss  after  ten  years  would 
have  been  92  per  cent,  and  the  total  loss  after  thirteen  and  one-half 
years,  75  per  cent. 

Yields 

The  average  yield  during  the  first  ten  months  of  1928  of  shares 
quoted  on  the  Berlin  Stock  Exchange  was  4.88  per  cent  against  3.29 
per  cent  during  1927  and  about  3^  per  cent  at  the  end  of  1926.  The 
yield  of  bonds  advanced  from  the  beginning  of  1927  until  November, 
1928. 

The  movement  of  the  average  yield  of  fixed  interest-bearing  Ger- 
man securities  in  the  course  of  the  last  four  years  is  as  follows : 
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Per  Cent 

January,  1925   8.90 

June,  1925 9.90 

November,  1925 9.25 

January,  1926 9.25 

March,  1926  8.25 

April,  1926  7.60 

November,  1926 7.40 

December,  1926   7.15 

January,    1927    7.05 

November,  1927 7.65 

January,  1928 7.50 

November,  1928 7.90 
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HOLLAND 


Pre-war  investment  in  Dutch  secur- 
ities, held  until  the  spring  of  1928, 
shoivs  substantial  appreciation  in 
value  of  stocks  and  not  much  change 
in  value  of  bonds. 


For  centuries,  the  Dutch,  a  maritime  nation,  have  been  pro- 
foundly affected,  as  the  English  have  been,  by  their  interest  in 
foreign  trade.  The  result  has  been  that  Dutch  banking  and  in- 
vestment policy  has  taken  a  world  view,  emphasized,  naturally, 
by  the  success  of  the  colonial  empire.  Very  distinct  advantages 
accrued  to  Holland  by  reason  of  the  country's  neutrality  in  the 
World  War — among  them  the  noteworthy  enhancement  of  the 
Dutch  foreign  security  market.  It  is  to  be  noted  that  in  Holland, 
as  in  some  other  countries,  the  tendency  of  the  investing  public 
has  been  to  favor  company  shares  rather  than  fixed  interest- 
bearing  securities.  The  total  issues  of  foreign  securities  in  Am- 
sterdam during  the  year  1928  reached  Guilders  310,000,000  out 
of  a  total  for  all  securities  issued  of  Guilders  662,000,000. 


An  investment  of  approximately  $25,000  in  approved  Dutch  se- 
curities on  July  1,  1914,  the  amount  being  about  equally  divided  be- 
tween bonds  and  approved  interest-bearing  shares,  would  have  re- 
sulted, the  securities  being  held  until  April  2,  1928,  in  an  appreciable 
profit.  This  profit  would  have  been  due  to  the  gain  in  the  value  of  the 
shares,  not  much  change  being  recorded  in  the  value  of  the  bonds. 

It  is  of  interest  to  note  that  the  yield  pf  the  Dutch  industrial 
shares  which  might  reasonably  have  been  chosen  by  an  investor  seek- 
ing sound  dividend-paying  issues  of  the  class  mentioned  has  fallen 
during  the  period  under  review,  the  trend  in  this  direction  being  espe- 
cially marked  since  1924.  At  the  same  time  the  value  of  the  stocks 
increased — a  trend  not  without  parallel  in  financial  centers  other 
than  Amsterdam. 

Dutch  Industrial  Shares 

The  shares  are  divided  among  nine  companies,  covering  a  diver- 
sified list  of  industries — machine  works,  oil  and  vegetable  tallow 
manufacturers,  two  dock  yards,  a  public  utility  concern,  a  yeast  and 
spirit  company,  incandescent  lamp  works,  a  potato  meal  mill  and  an 
engineering  enterprise. 
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It  is  worth  while  observing  that  in  1913  and  the  following  year 
up  to  the  outbreak  of  the  war,  Dutch  industrial  shares  were  not 
always  favored  over  East  Indian  enterprises  for  investment.  Fre- 
quently the  advice  was  given  that  holdings  in  sugar  and  tobacco  com- 
panies and  the  Royal  Dutch,  for  example,  be  purchased,  along  with 
such  industrials  as  were  recommended — possibly,  that  preference 
be  given  to  East  Indian  holdings. 

The  bond  list,  which  might  have  been  favored  by  the  1914  in- 
vestor, includes  five  issues :  the  3^^  per  cent  National  Debt  bond ; 
the  4  per  cent  State  Railway ;  4^  per  cent  City  of  Amsterdam ;  4^ 
per  cent  Pro\-ince  of  South  Holland,  and  the  4^  per  cent  Mortgage 
Bank. 

The  amount  theoretically  invested  in  these  five  issues  on  July  1, 
1914,  is  placed  at  $12,138.94.  The  value  of  the  bonds  on  April  2, 
1928,  would  have  been  $11,990.03.  The  yield  of  the  five  bonds,  com- 
bined, in  1914  would  have  been  4.2  per  cent;  in  1924  it  would  have 
been  5  per  cent,  and  in  1928  it  would  have  been  4.3  per  cent. 
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HUNGARY 


Due  mostly  to  currency  changes,  as 
a  result  of  the  war,  and  related 
events,  the  course  of  Hungarian  iyi- 
vestinent  naturally  was  checkered. 
Stabilization  efforts,  however,  are 
becoming  resultful. 


Hungary  is  one  of  the  countries  where  the  beneficial  influence 
of  the  importation  of  foreign  capital,  wisely  applied  to  the  pro- 
ductive needs  of  the  country,  is  most  in  evidence.  At  the  same 
time,  the  steady  growth  of  savings  as  demonstrated  by  Savings 
Banks'  figures  (end  of  February,  1929,  these  deposits  averaged 
52,8%  of  the  pre-war  balances)  is  proof  of  the  fact  that  the  need 
of  self-discipline  in  the  accumulation  of  new  capital  is  recognized 
by  her  people.  The  declining  figures  of  the  proportion  of  popula- 
tion recently  employed  in  agriculture  (55  per  cent  against  76 
per  cent  before  the  war)  point  to  an  intelligent  appreciation  of 
the  need  of  adaptation  to  the  changed  conditions  created  by  the 
new  protectionist  policy  in  vogue  on  the  Continent  since  1918. 

An  investment  of  approximately  $25,000  in  Hungarian  securities 
on  January  2,  1914,  might  have  been  divided  between  bonds  (Govern- 
ment and  Mortgage)  and  shares  in  industrial  companies  enjoying 
a  favorable  standing  with  investors,  and,  therefore,  naturally  com- 
ing in  a  list  of  approved  securities. 

As  to  bonds,  the  presumed  selection  could  have  included  the  4  per 
cent  Hungarian  Kronenrente;  the  Kingdom  of  Hungary  4's  and 
43/2 's;  and  the  Hungarian  Land  Mortgage  Institute  4's  as  well  as  the 
mortgage  bonds  of  Budapest  banks. 

The  list  of  industrial  shares  selected  might  have  included  issues 
of  the  Hungarian  General  Colliery  Company,  Ltd. ;  Ganz  &  Com- 
pany; Coal  Mines  of  Salgotarjan;  United  Cement  Factory  of  Beocsin 
Company,  Ltd. ;  Hungarian  Sugar  Industry ;  The  Iron  Works  of 
Rimamurany- Salgotarjan,  and  the  Urikany-Zeil  Valley  Hungarian 
Colliery  Company,  Ltd.,  the  First  Steam  Mills  of  Budapest. 

The  Government  and  Mortgage  bonds  have  depreciated ;  since 
they  were  issued  in  Kronen  they  have  followed  the  course  of  this 
currency. 

The  industrial  shares  reflect  a  number  of  increases  in  capital,  with 
new  issues  and  mergers — all  combining  to  make  it  somewhat  difficult 
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to  offer  a  precise  statement  as  to  the  changes  in  values  over  fourteen 
years. 

When  the  value  of  the  rights  sold  is  added  to  the  market  price 
of  the  shares  as  of  April  2,  1928,  the  share  depreciation  over  the 
previous  fourteen  years  is  more  than  made  up. 

Allowance  must  be  made  for  difference  in  choice — perhaps  a  wide 
difference — in  selection  of  securities  in  1914,  both  bonds  and  stocks. 
The  list  submitted  by  one  bank  authority,  for  example,  easily  could 
have  included  issues  which  might  not  have  appealed,  at  the  time,  to 
another  expert. 
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ITALY 


Due  to  the  changing  valuation  of  the 
Lira,  both  bond  and  stock  invest- 
ments made  before  the  war  in  Italian 
securities  showed  losses  in  1924  and 
1928.  Of  recent  years  the  process  of 
recovery  is  evident. 


Italian  credit  had  ranked  high  on  the  stock  exchanges  of  Eu- 
rope up  to  the  outbreak  of  the  War,  enabling  its  Ministers  of 
Finance  to  fund  its  public  debt  at  the  lowest  rates  of  interest 
quoted  for  government  bonds  barring  English  consols. 

Acting  upon  the  dictates  of  the  same  desire  to  protect  its 
credit,  the  Italian  Government  was  among  those  regularizing 
their  war  debt  to  England  and  the  United  States  and  stabiliz- 
ing their  currencies.  Since  then,  our  market  has  absorbed  read- 
ily substantial  amounts  of  Italian  securities,  especially  indus- 
trial shares  and  bonds.  So  long  as  practical  ways  and  means 
have  not  been  found  to  balance  more  nearly  the  foreign  annual 
trade  movement,  the  need  of  further  patriotic  cooperation  for 
the  benefit  of  Italian  economy  will  no  doubt  continue  until  the 
process  of  orderly  deflation  now  in  progress  has  been  finally 
brought  to  completion. 

Stock  Investment  Favored 

The  American  investor  in  Italian  securities  during  1914  probably 
would  have  been  advised  by  competent  authority  to  incline  to  seek 
dividend-paying  shares  rather  than  bonds.  This  advice  would  have 
been  prompted  not  so  much  by  the  fact  that  the  return  on  bonds  was 
smaller  than  on  sound  dividend-paying  shares  in  general,  as  for  the 
reason  that  investment  in  shares,  at  that  time,  was  more  in  favor  in 
Italy  than  investment  in  bonds. 

However,  the  theoretical  sum  of  ai)proximately  $25,000  invested 
in  Italian  securities  previous  to  the  war  has  been  divided  about 
equally  between  stocks  and  bonds — this  in  line  with  conservative 
procedure  and  in  order  to  arrive  at  a  uniform  basis  of  comparison 
with  other  countries.  Only  one  bond  was  selected,  according  to  the 
assumed  transaction,  and  hut  three  stocks.  The  amount  of  the  bonds 
purchased  was  nearly  the  same  as  the  total  expended  for  the  purchase 
of  the  three  stocks;  there  is  a  preponderance,  however,  in  favor  of 
the  stock  imrcha.ses.  It  is  possible  that  if  a  wider  list  of  botii  stc:ks 
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and  bonds  had  been  chosen,  somewhat  different  results  would  have 
been  obtained. 

The  three  stocks  chosen  are  of  one  bank,  Banca  Commerciale 
Italiana;  and  two  industrial  concerns,  Soc.  Generale  Italiana  "Edi- 
son" di  Elettricita  and  Soc.  Lombarda  per  Distribuzione  di  Energia 
Elettrica  "Vizzola."  The  bonds  were  the  Prestito  Milano  4  per  cents. 

In  the  compilations,  shown  in  the  accompanying  tables  of  the  re- 
sults of  these  investments,  the  assumption  has  been  made  that  sub- 
scription rights,  given  in  connection  with  capital  increases,  of  the 
shares  of  the  bank  and  two  industrial  concerns  were  not  utilized,  such 
rights  being  sold  at  the  price  obtainable  on  the  stock  exchange  on 
the  occasion  in  question.  The  net  return,  in  dollars,  from  the  sale 
of  such  rights  amounted  to  $5,871,  which  sum,  it  is  figured,  would 
properly  be  applied  to  making  up  part  of  the  loss  on  the  original  in- 
vestment. 

Yield 

Even  though  no  exact  statistics  are  available  in  this  respect,  one 
can  evaluate  the  average  net  yield  at  the  beginning  of  1929  of  Italian 
shares  at  about  63/2  per  cent  to  7  per  cent;  their  yield  was  slightly 
lower  than  that  of  bonds. 
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NORWAY 


The  development  of  interest  in  Nor- 
wegian securities  has  been  marked 
since  the  war.  In  the  1914-1928  pe- 
riod the  value  of  representative 
bonds  decreased — that  of  represen- 
tative stocks  gained. 


Norway,  although  a  neutral  nation,  felt  with  severity  the  re- 
percussions of  the  war.  It  is  essentially  a  nation  dependent  on 
international  trade,  with  important  shipping  interests  and  ex- 
port activities  in  fish,  pulp  and  printed  paper  and  nitrogen  prod- 
ucts. The  Norwegion  currency  for  a  time  was  the  football  of 
international  speculators  and  the  protection  of  its  exchange  has 
imposed  heavy  burdens  on  the  Government  and  the  people  of  the 
country.  Subsequently  the  need  of  deflation  hampered  the  na- 
tional economy.  The  banks  necessarily  had  to  bear  the  brunt  of 
all  this.  Thanks  to  the  untiring  energies  of  the  Bank  of  Issue, 
the  currency  was  at  last  stabilized  in  1928,  and  rationalization 
and  concentration  already  are  reflected  in  the  electrical,  ship 
building  and  chemical  industries,  which  are  among  the  great 
national  assets  of  the  country. 

In  1914  the  Stock  Exchange  in  Norway  had  developed  to  only 
a  moderate  extent ;  since  the  war  there  has  been  a  natural  expansion 
in  this  direction.  The  fact  of  a  relatively  limited  international  interest 
in  Norwegian  issues  in  1914  has  to  be  kept  in  mind  in  connection 
with  possible  investment  during  that  year ;  however,  it  is  possible 
to  select  bonds  which  would  have  appealed  to  an  American  investor 
desirous  of  making  Norwegian  purchases. 

Tables  Nos.  25  and  26  represent  an  investment  of  approxi- 
mately $25,000  divided  between  two  Norwegian  bonds,  the  3  per  cent 
Norway  State  Loan  of  1886  and  the  3>4  per  cent  "Hypothecary" 
Loan  of  1902/9,  guaranteed  by  the  State:  and  five  interest-bearing 
stocks;  proportionately  more  of  the  money  was  invested  in  bonds 
than  in  stocks.  So  far  as  bonds  are  concerned,  a  depreciation  as  be- 
tween 1914  and  1928  of  a  considerable  sum  is  shown;  but  this  is 
more  than  made  up  by  the  appreciation  in  the  value  of  the  five  stocks, 
the  net  result  being  that  the  value  of  the  combined  investment  over 
the  fourteen  years  would  have  increased  by  approximately  4  per  cent 
— an  interesting  showing,  inasmuch  as  a  very  considerable  decline  in 
the  value  of  the  original  investment  would  have  been  recorded  in 
October,  1924. 
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SPAIN 


/;/  general,  during  the  period  1914- 
1928,  it  may  he  said  that  the  zulue 
of  representative  Spanish  bonds  has 
declined,  whereas  an  appreciation 
has  been  recorded  in  leading  shares 
of  dividend-paying  railroad  securi- 
ties, as  well  as  in  stock  of  the  Bank 
of  Spain. 


Spain  is  one  of  the  few  nations  which  has  not  yet  definitely 
succeeded  in  stabilizing  her  currency,  although  active  efforts  are 
being  made  in  this  direction.  The  Bank  of  Spain  is  in  one  of 
the  strongest  positions  of  any  Bank  of  Issue  as  regards  the  me- 
tallic cover  of  its  circulation.  The  public  finances  of  the  country 
are  on  a  more  solid  basis  after  years  of  deficits;  the  budget  is 
balanced,  and  Spain  now  shows  an  excess  of  revenues.  In  part 
this  is  due  to  improvements  in  the  collection  of  taxes.  An  am- 
bitious program  of  public  works  is  under  consideration.  The 
floating  debt  has  been  consolidated  by  means  of  a  successful  con- 
version into  an  internal  loan,  and  the  foreign  debt  has  been 
almost  entirely  repaid. 

Especially  detailed  presentation  is  required  to  indicate  compre- 
hensively the  course  of  bond  and  share  fluctuations  in  Spain  during 
the  fourteen  years  beginning  with  the  year  of  the  Great  War.  How- 
ever, it  can  be  said,  in  brief,  that  despite  fluctuations  in  the  quota- 
tion of  the  peseta  a  sensible  appreciation  has  taken  place,  as  between 
1928  and  1914,  in  the  value  of  representative  stocks — notably  sound 
railroad  stocks  and  stock  of  the  Banco  de  Espana  (Bank  of  Spain). 

As  to  bonds,  taking  the  Permanent  Interior  Debt  4's  for  an  illus- 
tration, the  change  between  1914  and  1928  was  extremely  slight,  the 
rate  of  return  on  the  4  per  cent  bond  named  being  only  1/100  of  1 
per  cent  less  on  April  2,  1928,  than  on  January  2,  1914. 

Tables  Nos.  27  and  28  (Exhibit  A)  show  the  result  of  an  invest- 
ment of  approximately  $23,000,  divided  approximately  equally  be- 
tween Spanish  Permanent  Interior  Debt  4's  and  stock  of  the  Bank  of 
Spain,  made  January  2,  1914,  and  held  until  April  2,  1928.  Explana- 
tory notes,  accompanying  the  tables,  give  details  as  to  extraordinary 
dividends  declared  by  the  bank  and  the  change  in  March,  1922,  in  its 
capital  structure. 
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Tables  Nos.  29  and  30  (Exhibit  B)  give  corresponding  figures 
for  a  number  of  other  Spanish  bonds  and  stocks  (suggested  by  a 
competent  bank)  which  might  have  been  recommended  in  1914  as  a 
suitable  investment  in  Spanish  Securities. 
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SWEDEN 


Stability,  unth  a  rc-emerging  appre- 
ciation, is  the  keynote  of  results  of 
prc-ivar  investment  in  a  combined 
list  of  approved  Swedish  bonds  and 
stocks.  This  appreciation  is  due 
mainly  to  bonuses  derived  on  invest- 
ments in  stocks,  through  distribution 
of  valuable  rights  to  netv  stock 
issues. 


Swedish  finance  and  industry  have  taken  advantage  broadly 
of  the  conditions  created  by  the  war  to  develop  the  country's 
foreign  trade  and  shipping  as  well  as  Swedish  financial  influence 
in  Europe.  Swedish  merchants  have  affiliated  themselves  with 
sound  enterprises  in  many  countries  and  have  acquired  impor- 
tant interests  abroad,  especially  in  iron  and  mining  industries. 
The  arrangements  of  a  strong  Swedish  group  for  match  monopo- 
lies in  many  countries  are  well  known.  Sweden's  proximity  to 
Russia  and  the  New  Baltic  Republics  also  has  been  instrumental 
in  developing  a  position  as  intermediary  between  these  countries 
and  Western  Europe  and  the  other  Continents.  Sweden,  of 
course,  was  one  of  the  neutral  countries  which  in  the  war,  be- 
came a  favorite  refuge  for  capital  which  sought  safety  of  prin- 
cipal and  a  reasonable  return  thereon. 

The  presentation  in  the  following  tables  of  the  results  of  invest- 
ment on  January  2,  1914,  in  Swedish  securities,  bonds  and  shares, 
takes  into  account  the  sale  of  rights  given  stockholders  during  the 
1914-1928  period. 

The  original  investment  of  approximately  $25,000  was  divided 
between  five  bonds  and  five  industrial  stocks,  practically  the  same 
amount  being  invested  in  each  class  of  security.  The  bonds  and  stocks 
listed  were  chosen  as  representative  of  selection,  under  good  advice. 

The  value  of  the  bonds,  it  is  to  be  noted,  liad  depreciated  some- 
what, though  not  to  a  marked  extent,  as  of  October  14,  1924;  during 
the  next  three  and  one-half  years  an  appreciation  occurred,  bringing 
the  value  as  of  April  1,  1928,  of  the  combined  list,  very  close  to  the 
value  of  the  bonds  as  of  January  2,  1914. 

As  to  the  shares,  a  decline  in  value  more  pronounced  than  in  the 
case  of  the  bonds  took  place  during  the  period  between  January  2, 
1914,  and  October  12,  1924,  with  a  subsequent  recovery  up  to  April, 
1928,  which  brought  the  combined  value  of  the  five  stocks  quite  close 
to  the  value  of  the  same  stocks  in  January,  1914. 
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SWITZERLAND 


Investment  in  Swiss  bonds  and 
shares,  made  before  the  war  and 
held  until  April,  1928,  would  have 
shown,  combined,  a  small  capital  ap- 
preciation, to  which  should  be  added 
gains  resulting  froin  valuable  rights 
and  bonus  shares. 


More  than  one-third  of  the  investments  of  the  important 
Swiss  banks  are  foreign.  This  shows  the  extent  to  which  Switzer- 
land is  exporting  capital  year  by  year.  Switzerland,  like  Holland, 
was  favored  from  a  financial  point  of  view  by  a  state  of  neutrality 
during  the  World  War.  While  on  the  one  hand  it  is  an  impor- 
tant participant  in  foreign  issues  and  investments,  on  the  other 
hand,  it  receives,  as  the  United  States  does,  important  deposits 
from  foreign  countries  both  in  the  form  of  cash  and  securities. 
The  investment  trust  had  a  home  in  Switzerland  long  before  it 
was  acclimated  in  the  United  States.  Traditionally  Swiss  finan- 
ciers have  great  familiarity  with  European  and  foreign  se- 
curities in  general,  and  their  advice  and  cooperation,  therefore, 
are  much  sought  after  and  relied  upon  by  banks  and  investors 
of  other  countries. 

Two  bonds  and  the  shares  of  two  industrial  companies  figure  in 
the  accompanying  survey  of  the  results  of  the  investment  of  some- 
what more  than  $24,000  in  Swiss  securities  on  January  2,  1914,  up  to 
April,  1928. 

The  bonds  and  shares  have  been  selected  as  among  those  which 
doubtless  would  have  interested  a  well-advised  investor  acting  early 
in  1914. 

The  amount  invested  in  the  two  bond  issues  would  have  exceeded 
the  amount  invested  in  industrial  shares.  Both  of  the  bond  issues 
are  of  Swiss  Federal  Railways;  one,  the  33/2  per  cent  Swiss  Fed- 
eral Railways  Series  A-K,  and  the  other  the  4  per  cent  Swiss  Rail- 
ways bond  of  1900. 

The  two  industrial  concerns  represented  in  the  list  are  Societe 
Industrielle  Aluminum  of  Neuhausen,  and  the  Societe  Industrielle 
l)our  la  Schappe  of  Bale. 

Both  the  bond  issues  had  declined  considerably  in  value  by  Oc- 
tober 14,  1924;  however,  on  April  2,  1928,  the  3^  per  cent  Fed- 
eral Railway  bond  had  returned  measurably  near  to  its  value  four- 
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teen  years  previous;  and  the  4  per  cent  bond  had  recovered  a  con- 
siderable portion  of  the  loss  recorded  on  October  14,  1924. 

Notwithstanding  the  stock  dividends  and  capital  increases  figur- 
ing in  the  history  of  each  of  the  two  industrial  concerns  from  1914 
on,  the  value  of  the  shares  of  the  Societe  Aluminum  showed  a  con- 
siderable increase  as  of  April  2,  1928,  in  comparison  with  the  value 
as  of  January  2,  1914.  The  value  of  each  share  of  the  Societe  Indus- 
trielle  pour  la  Schappe  was  somewhat  lower  on  April  2,  1928,  than 
on  January  2,  1914. 

Yields 

The  average  yield  of  good  Swiss  stocks  seems  to  have  fluctuated 
around  4  per  cent  at  the  beginning  of  1929.  In  Switzerland,  as  in  most 
other  countries,  the  return  on  bonds  is  higher  than  on  stocks. 

The  following  table  reflects  the  rather  small  changes  which  have 
taken  place  here  in  the  course  of  the  last  few  years : 

Mortgage  5^  %  Bonds  of 

Bank  Railway  Investment 

Bonds  Bonds  Trusts 

%  %  % 

1924  4.60  4.52  4.81 

1925  4.69  4.34  4.93 

1926 4.77  4.20  5.03 

1927  4.76      4.15      4.95 

1928  ( 10  months) 4.65  4.05  4.85 
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CANADA 


Canada's  prosperity  is,  in  many 
ways,  analogous  to  that  of  the 
United  States,  one  of  its  reflections 
being  the  appreciation  of  equities. 
There  has  been  a  period  of  wide 
public  education  in  the  domain  of 
judicious  investment. 


In  many  respects  the  investment  habits  of  the  Canadian  pub- 
lic are  similar  to  those  of  the  American  people.  As  in  the  United 
States,  so  in  Canada,  government  financing  during  the  war 
paved  the  way  for  a  widespread  distribution  of  securities  and 
participation  in  offerings.  Canada,  like  the  United  States,  has 
passed  through  a  period  of  marked  industrial  expansion,  and, 
moreover,  the  Canadian  Government  finds  itself  in  the  same  po- 
sition as  our  own  Treasury,  namely,  that  unless  large  develop- 
ment projects,  such  as  the  St.  Lawrence  Waterway  scheme,  are 
undertaken,  it  may  dispense  with  extensive  public  financing  for- 
some  years  to  come.  The  Canadian  situation  also  resembles  ours 
in  this  respect — that  municipal  financing  has  been  postponed  to 
a  great  extent  because  of  high  interest  rates.  Railway  financing 
on  a  fairly  large  scale  and  a  further  considerable  expansion  in 
public  utilities  and  industrial  financing  probably  will  continue  to 
absorb  the  savings  of  the  Canadian  people.  Also,  the  grouping 
of  small  concerns  into  large  units  continues  to  make  progress. 

Financing  by  stock  issues  has  become  more  popular,  and 
common  stocks  have  played  an  increasingly  important  part  in 
Canadian  finance.  Common  stock  issues  for  the  first  quarter  of 
1929,  exceeded  in  value  those  for  all  of  1928.  Investment  trusts 
also  are  making  remarkable  headway. 

An  examination  of  the  list  of  investments  selected  by  a  prominent 
Canadian  investment  authority  demonstrates  that,  in  Canada,  a 
movement  similar  to  that  in  Great  Britain  and  the  United  States  has 
taken  place  since  1914.  By  far,  the  larger  number  of  stocks  have 
shown  gains  in  value  ranging  from  100  per  cent  to  800  per  cent ;  in 
one  instance,  the  appreciation  amounted  to  1,000  per  cent,  and  in  an- 
other instance  (Steel  of  Canada)  the  appreciation  in  April,  1928, 
reached  1,200  per  cent.  On  the  other  hand,  the  standard  Canadian 
stock  "par  excellence,"  Canadian  Pacific  Railway,  was  quoted  in  1928 
at  exactly  the  same  price  as  in  1914,  although  it  has  moved  upward 
somewhat  since  then.  Bonds  also  have  generally  improved  in  price, 
but  the  gains  have  been  limited  to  small  proportions. 
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UNITED  STATES 
OF  AMERICA 


Evolution  of  the  United  States  into 
a  creditor  nation  has  brought  great 
responsibilities  and  an  ever-widen- 
ing world  interest.  There  has  been 
not  only  a  vast  increase  in  the  na- 
tion's productivity  but  also  in  its 
financial  resources. 


Economic  Development,  1914-1920 

At  the  beginning  of  1914,  the  United  States  had  investments 
abroad  of  approximately  $2,625,000,000.  We  were  at  that  time  gradu- 
ally increasing  our  foreign  investments,  but  were  quite  distinctly  a 
debtor  nation  rather  than  a  creditor  nation.  We  were  passing  through 
a  period  of  business  recession  which  continued  and  was,  in  fact,  ac- 
centuated at  first  by  the  war.  It  was  not  long,  however,  before  it  was 
apparent  that  the  need  of  the  Allied  armies  for  munitions  and  sup- 
plies of  every  kind  could  be  met  only  in  the  United  States,  and  there 
followed  a  period  of  prolonged  boom  in  certain  industrial  lines  which 
resulted  among  other  things  in  a  spectacular  rise  of  our  steel  manu- 
facturing capacity. 

The  activity  in  American  business  resulting  from  the  war  may 
be  said,  to  have  lasted  until  the  depression  of  1920  and  1921.  This 
activity  brought  about  methods  of  mass  production  unknown  before 
that  time  and  utilization  of  certain  of  our  resources  at  a  rate  far  in 
excess  of  what  that  development  would  have  been  in  peace  times.  It 
is  perhaps  too  much  to  assert  that  the  war  laid  the  foundation  for 
the  unprecedented  expansion  of  our  industrial  and  agricultural  out- 
put during  the  last  ten  years,  for  our  standard  of  living  and  the  tre- 
mendous potential  consuming  demand  would  have  finally  led  the 
United  States  to  adopt  methods  of  production  so  well  suited  to  our 
own  markets  and  national  temperament.  But  the  war  certainly  hast- 
ened this  evolution. 

Economic  Development,  1921-1929 

Since  the  inevitable  post-war  reaction  of  1921,  brought  on  by 
over-production  and  commodity  inflation,  there  has  been  a  period  of 
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almost  uninterrupted  progress.  The  last  five  years  have  been  charac- 
terized by  a  growing  prosperity,  and  the  tendency  toward  large  scale 
production  and  distribution  has  become  even  more  marked. 

In  reviewing  the  data  collected  for  the  Committee  on  Recent  Eco- 
nomic Changes,  Professor  Wesley  C.  Mitchell  has  defined  some  of 
the  outstanding  reasons  for  this  prosperity  as  follows : 

"Americans  have  applied  intelligence  to  the  day's  work  more  ef- 
fectively than  ever  before. 

"Intensive  application  of  science  to  industry  has  been  followed  by 
efforts  to  introduce  it  into  business  management. 

"There  are  not  only  more  production,  wages  and  horsepower,  but 
also  more  management  per  man. 

"Among  managerial  experiments  are  coordinated  staffs  in  place 
of  one  'big  boss,'  bonuses,  better  statistics,  close  inventory  control. 

"Labor-saving  machinery  has  turned  out  to  be  job-making  ma- 
chinery. 

"Belief  in  the  economy  of  high  wages  has  become  prevalent  among 
the  abler  business  executives. 

"Trade  unions  are  acting  under  a  changed  economic  theory  which 
acknowledges  the  relationship  between  productivity  and  wages. 

"Technical  advances  have  been  largely  in  the  direction  of  more 
economical  production ;  more  goods  are  turned  out  at  less  cost. 

"Comparisons  between  output  per  worker  in  later  years  and  in 
1919  often  show  sensational  gains. 

"Without  help  from  any  extraordinary  invention,  railroads  also 
attained  a  higher  level  of  operating  efficiency. 

"Numerous  corporations  and  some  trade  associations  are  main- 
taining research  departments  of  their  own. 

"There  has  resulted  a  rapid  expansion  in  the  production  and  sale 
of  products  unknown  a  generation  ago." 

Notable  consolidations  throughout  American  business  and  finance 
have  taken  place,  and  the  emphasis  on  quantity  production,  with  re- 
sulting efficiency,  has  made  it  more  and  more  difficult  for  the  smaller 
units  in  industry  and  finance  to  compete  with  the  great  companies. 
The  consolidation  in  industry  and  finance  also  has  played  no  little 
part  in  inducing  investors  to  turn  from  bonds  to  stocks.  Before  the 
United  States  liad  a  central  banking  system  and  when  its  business 
was  in  the  hands  of  many  small  units,  periods  of  acute  dcjM-ession 
alternated  at    fairly   regular  intervals  with  periods  of  great  pros- 
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parity.  These  cycles,  however,  have  tended  to  become  of  briefer  dura- 
tion in  recent  years.  This,  together  with  the  experience  of  European 
holders  with  equity  securities  as  demonstrated  in  this  study  has  en- 
couraged the  public  in  the  purchase  of  stocks  rather  than  fixed  inter- 
est-bearing investments.  The  tremendous  advance  in  the  prices  of 
shares  of  common  stock  in  the  last  five  years  has  accentuated  the 
swing  toward  equity  securities.  As  is  often  the  case  in  situations  of 
this  sort,  the  pendulum  went  very  far,  and  more  recently  it  was 
somewhat  more  difficult  to  interest  American  investors  in  fixed  in- 
come-bearing securities  unless  through  a  conversion  or  warrant  fea- 
ture there  was  ofifered  opportunity  of  sharing  in  the  prosperity  of 
the  enterprise  in  whose  securities  they  were  invited  to  invest. 

As  this  book  goes  to  press,  it  is  too  early  to  judge  to  what  extent 
the  severe  decline  in  stocks  which  took  place  on  almost  all  the  leading 
Stock  Exchanges,  but  with  particular  severity  on  the  New  York 
market,  during  the  second  half  of  1929,  will  bring  about  a  reversal 
in  the  investment  policies  of  the  public,  both  in  the  United  States 
and  abroad. 

Financing  by  Stock  Issues 

American  business  has  been  quick  to  note  and  take  advantage  of 
this  change  of  attitude  on  the  part  of  the  investor.  Great  corporations 
have  shown  an  increasing  tendency  to  finance  themselves  through 
the  sale  of  additional  common  stock  to  stockholders,  rather  than 
through  the  issue  of  bonds  or  through  borrowing  from  their  bank- 
ing connections.  Furthermore,  the  lessons  of  1920  and  1921  appear 
to  have  been  well  learned.  The  improvement  in  the  operating  effi- 
ciency of  the  railroads  has  enabled  business  to  maintain  compara- 
tively low  inventories  and  thus  improve  the  cash  working  capital 
position.  The  great  corporations  of  the  United  States  have  changed 
in  many  cases  from  borrowers  to  lenders.  This  has  created  a  situa- 
tion which  has  made  it  even  more  difficult  for  smaller  competing 
concerns  which  have  to  borrow  at  higher  rates  of  interest  for  sea- 
sonal requirements. 

Call  Money  Loans  by  "Others" 

There  are  numerous  large  companies  which  have  built  up  gradu- 
ally a  cash  position  so  strong  that  they  not  only  have  entirely  ceased 
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to  borrow  from  their  banks,  even  in  periods  of  the  greatest  seasonal 
activity,  but  as  occasion  offers,  loan  substantial  amounts  of  funds 
throughout  the  year  in  the  call  money  market.  As  a  rule,  a  number  of 
these  great  corporations  are  now  able  to  finance  their  normal  opera- 
tions by  means  of  their  own  cash  resources.  This  has  led  to  the  most 
recent  of  the  outstanding  developments  of  the  last  decade.  It  re- 
sulted in  the  financing  of  big  business  by  its  own  owners — the  stock- 
holders— ^more  than  by  banks  and  financial  institutions  and  occa- 
sioned a  very  great  increase  in  loans  on  securities  and  to  brokers. 

When  a  company  sells  bonds  to  obtain  funds  for  expansion  or 
working  capital  often  the  bonds  are  absorbed  to  a  considerable  extent 
by  the  financial  institutions,  such  as  insurance  companies  and  banks, 
which  are  limited  to  their  investments  and  these  securities  are  pur- 
chased outright.  On  the  other  hand,  when  a  corporation  elects  to  do 
its  financing  through  offering  stock  to  its  own  stockholders,  many  of 
its  stockholders  may  not  have  enough  funds  available  to  make  the 
additional  capital  investment.  Financing  of  this  kind  makes  it  neces- 
sary for  such  stockholders  to  contract  loans  through  their  banks  or 
brokerage  houses.  This  fact,  together  with  the  increasing  speculation 
and  higher  price  level,  was  responsible,  to  a  certain  extent,  for  the 
increase  in  loans  to  brokers  and  the  higher  rates  on  loans  on  stock 
exchange  collateral  witnessed  during  1928  and  the  greater  part  of 
1929.  In  turn,  these  high  rates  attract  the  excess  working  capital  and 
cash  funds  of  both  corporations  and  individuals,  whenever  the  re- 
turn exceeds  the  yield  obtainable  on  funds  invested  in  their  own  busi- 
ness or  that  of  interest-bearing  short-term  securities,  such  as  treasury 
bills  and  bankers'  acceptances.  In  consequence,  there  came  about  the 
tremendous  increase  in  the  account  of  "loans  for  others,"  to  some 
aspects  of  which  we  also  have  referred  elsewhere. 

The  Investment  Trust 

A  summary  of  developments  in  the  last  five  years  would  not  be 
complete  without  mentioning  the  tremendous  growth  and  develop- 
ment of  the  investment  trusts.  Most  of  these  organizations  have  con- 
centrated their  efforts  to  a  large  extent  in  the  purchase  of  equity 
securities.  For  many  months  before  the  decline  in  the  Autumn  of 
1929,  through  the  instrumentality  of  investment  trusts,  substan- 
tial funds  were  poured  into  the  stock  market  and  large  additional 
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amounts  were  added  to  the  "loans  for  others"  on  call,  because  many 
of  the  investment  trust  managements  felt  that  the  level  of  the  stock 
prices  was  high  and,  therefore,  took  advantage  of  the  abnormal  re- 
turn on  funds  loaned  on  call. 

Summarizing,  the  development  of  the  last  fifteen  years  indicates 
quite  clearly  that  the  United  States,  due  partly  to  the  influence  of 
the  war.  has  passed  through  the  greatest  period  of  commercial  and 
financial  growth  in  its  history.  This  growth  has  been  furthered  to  no 
little  extent  by  inventive  genius  and  vision  which  has  led  to  the  tre- 
mendous development  in  the  radio,  automobile  and  public  utility 
fields ;  it  also  is  a  growth  which  would  have  been  impossible  without 
a  sound  banking  system,  unequaled  natural  resources  and  a  consum- 
ing public  of  120,000,000  people  with  the  highest  standard  of  living 
in  the  world. 

Price  Movements  of  Bonds  and  Stocks 

As  is  apparent  from  our  Table  No.  37,  in  the  United  States  the 
price  of  bonds  advanced  substantially  during  the  period  between  1924 
and  May,  1928.  If  an  investor  in  1924  wishing  to  diversify  about 
$12,500  in  seven  railroad  companies'  bond  and  preferred  stock  issues, 
had  purchased  an  approximately  equal  par  value  of  each,  he  would 
have  obtained  in  the  next  four  years  an  increase  in  principal  of  about 
10%,  but  if,  on  the  other  hand,  he  had  invested  his  funds  during 
the  same  period  in  representative  industrial  common  stocks,  he  would 
have  obtained  an  increase  in  principal  of  about  75%.  However,  since 
April,  1928,  high-grade  bonds  lost  over  half  of  their  gain  of  the 
previous  four  years,  while  public  utility  and  industrial  stocks,  until 
the  drastic  decline  of  October/November,  1929,  continued  to  advance 
at  a  rapid  rate,  and  railroad  stocks  showed  a  slightly  rising  trend. 

Yields  of  Bonds  and  Stocks 

From  January  to  December,  1928,  the  yield  of  shares  was,  on 
the  whole,  progressively  smaller  than  the  yield  of  bonds.  If  one 
compares  the  average  yield  of  33  industrial  companies  paying  divi- 
dends, with  an  average  yield  of  15  bonds  of  important  industrial 
companies,  one  obtains  the  following  results,  according  to  compila- 
tions made  by  the  Standard  Statistics  Company : 
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Yield  in 

Stocks  Bonds 

%  % 

January,   1916   5.50  4.90 

January,   1917    5.90  4.90 

December,  1917 8.65  5.40 

November,   1919    6.05  5.50 

December,  1920 8.60  6.15 

November,   1922    5.75  5.05 

July,  1923 7.00  5.30 

January,  1924  5.95  5.25 

January,  1925  5.60  5.15 

January,  1926  4.90  5.00 

January,  1927  5.60  4.85 

January,  1928  4.80  4.80 

December,  1928 4.20^  4.95 

*  The  small  average  yield  of  the  shares  was  due  in  part  to  certain  stocks 
such  as  General  Motors,  Radio  Corporation,  etc.  If  one  compares  the  yield 
of  30  shares  of  Public  Utilities,  all  paying  dividends  and  enjoying  a  high 
standing,  the  average  net  yield  in  December,  1928  was  6.30%. 

As  to  the  yield  of  bonds,  the  average  yields  were  calculated  as 
follows  according  to  the  National  City  Bank,  at  the  end  of  1928 : 


Municipal 

Rail- 

Public 

Industrial 

Loans 

ways 

Service 

Companies 

% 

% 

% 

% 

Dec. 

15, 

1925 

4.20 

4.64 

5.45 

S27 

Dec. 

15, 

1926 

4.13 

4.37 

5.24 

5.13 

Dec. 

15, 

1927 

3.84 

4.11 

5.05 

4.84 

Dec. 

15, 

1928 

4.13 

4.45 

5.26 

5.14 

Comment  on  Table — (United  States  Investments) 

In  selecting  American  securities  for  the  hypothetical  investment, 
the  chief  problem  was  to  arrive  at  a  fair  method  of  choosing  common 
stocks.  The  common  stocks  finally  selected  were  chosen  from  a  list 
which  a  prominent  financial  publication  considered  as  leading  stocks 
attractive  for  purchase  in  1914.  The  rest  of  the  investment  is  made 
up  of  seven  high-grade  Railroad  Bonds  and  four  conservative  pre- 
ferred stocks.  Yield  on  the  investment  has  been  calculated  in  two 
ways:  (1)  yield  from  interest,  dividends  and  the  sale  of  rights,  and 
(2)  yield  based  on  total  return  including  appreciation  of  principal. 

The  author  believes  that  the  method  used  in  carrying  through  his 
calculations  is  clearly  shown  in  Tables  Nos.  2>7  and  Z'!i,  except,  per- 
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haps,  in  the  case  of  common  stocks.  The  situation  there  is  consider- 
ably complicated  by  the  fact  that  stock  dividends  were  paid  periodi- 
cally on  some  of  the  stocks,  and  where  the  stock  dividends  were  paid 
in  a  different  class  of  stock,  this  class  also  had  to  be  added.  In  figur- 
ing the  annual  return  on  common  stocks,  the  author  averaged  by 
dividing  the  total  return  by  fourteen  years.  All  stock  dividends  were 
retained,  and  rights  were  considered  sold  at  a  price  midway  between 
the  high  and  low.  Fractional  shares  also  were  retained  and  considered 
as  a  dividend-bearing  stock ;  while  tliis  could  not  actually  be  done  in 
practice,  it  is  believed  that  the  periodical  adjustment  of  fractions 
from  time  to  time,  which  actually  would  take  place,  would  not  bring 
about  any  great  change  in  the  result  of  the  study. 
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Chapter  I 
PRIVATE  PROPERTY 

The  position  of  a  foreign  holder  of  securities  originating  in  a 
country  involved  in  war  long  has  attracted  special  and  deserved  atten- 
tion. The  inviolability  of  private  property  rights  in  land  warfare 
was  considered  one  of  the  fundamental  principles  of  international 
law,  up  to  the  World  War.  This  rule  was  applied  to  private  rights 
of  any  kind,  especially  to  claims  arising  out  of  contract  and  tort. 
Only  in  a  few  countries  the  fulfillment  of  contracts  with  enemies 
during  times  of  war  was  deemed  a  crime  under  common  law  (the 
definition  of  enemy  being  based  on  the  residence  of  the  individual 
rather  than  his  citizenship,  i.e.,  all  those  having  their  domicile  in 
enemies'  countries  were  considered  enemies,  irrespective  of  their 
being  citizens  of  the  country  or  not). 

The  principle  of  inviolability  of  private  property  rights,  more- 
over, was  recognized  by  the  Second  Peace  Conference  at  The  Hague 
in  1907,  when  in  the  Treaty  concerning  laws  and  usages  of  land 
warfare  of  October  18,  1907,  the  following  Article  (23-H)  was  in- 
serted :  "It  is  directly  prohibited  to  eliminate  or  temporarily  to  invali- 
date the  private  rights  and  causes  of  action  of  enemy  nationals." 

The  World  War  is  too  recent  for  its  interpretation  of  the  law 
in  this  respect  to  be  forgotten  or  disregarded.  That  these  lessons 
should  lead,  possibly  by  international  agreement,  at  least  to  a  clarifi- 
cation of  position  is  evidenced  by  a  review  of  the  situation  some  ten 
or  more  years  after  the  close  of  the  war.  It  is  undeniable  that,  pending 
such  clarification,  the  position  of  the  holder  of  foreign  securities  re- 
quires individual  and  careful  legal  study,  until  such  time  when  per- 
haps after  some  sort  of  international  declaration  or  agreement  between 
a  group  of  nations,  the  situation  of  the  private  holder  of  property 
in  enemy  countries  and  the  relations  between  enemy  creditors  and 
debtors  are  regulated  in  such  a  manner  as  to  protect  the  interests  of 
investors,  business  men  and  banks  alike. 
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Rights  of  Neutrals 

Broadly  speaking,  the  status  of  holdings  of  a  foreign  investor  in 
securities  originating  in  a  country  involved  in  war,  or  for  that 
matter,  of  a  depositor  in  foreign  countries  may  be  that  of  a  neutral 
or  non-neutral.  By  neutral  is  meant  the  position  of  a  citizen  of 
country  "A"  vi'ho  invests  in  securities  originating  in  country  "B," 
which  latter  country,  let  us  say,  becomes  involved  in  war.  If  country 
"A"  continues  neutral  throughout  the  conflict  in  which  country  "B" 
is  engaged,  the  position  of  the  investor,  a  citizen  of  country  "A," 
naturally  is  affected  by  the  progress  and  results  of  the  conflict,  but 
many  legal  complications — such  as  would  result  if  "A"  were  drawn 
into  the  conflict,  either  on  the  side  of  "B"  or  against  "B" — would  be 
averted.  It  is  this  second  set  of  contingencies  affecting  a  non-neutral 
which  must  be  kept  principally  in  mind. 

War  Legislation 

Some  of  the  questions  which  present  themselves  with  respect  to 
complications  in  the  event  of  war  flow  from  the  legislation  which 
was  enacted  in  a  number  of  countries  during  the  World  War  (these 
countries  including  the  United  States)  sequestering  or  confiscating 
the  property  of  alien  enemies.  The  questions  relate  importantly  to 
the  position  of  an  alien  owner  of  property,  money  or  securities,  in 
a  similar  contingency.  It  is  essential,  in  any  inquiry  bearing  on  this 
matter,  to  determine  what,  if  any,  treaties  have  been  entered  into 
since  1914;  and  what,  if  any,  laws  have  been  passed  in  individual 
countries  since  1914,  dealing  with  sequestration  or  confiscation  of 
so-called  alien  enemy  property. 

Future  Status  ok  Alien  Property 

For  purposes  of  reference,  material  assembled  bearing  both  on 
alien  property  and  the  rights  of  holders  is  given  in  the  following 
chapter  under  the  headings  of  individual  countries.  It  is  to  be  noted 
that,  generally  speaking,  little  if  any  progress  has  been  made  since 
the  World  War  in  defining  the  i)crmancnt  legal  status  of  alien  prop- 
erty and  holders  thereof,  the  clear  inference  being  that  the  whole 
matter  is  one  calling  for  adjustment.  The  attitude  of  many  of  the 
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countries,  regarding  issues  relative  to  such  property  and  its  holders, 
is  useful  in  establishing  a  background  for  probable  future  action. 


Double  Taxation 

A  question  in  which  the  holder  of  foreign  securities  is  deeply 
interested  is  that  of  double  taxation.  While  citizens  of  the  United 
States  and  domestic  corporations  are  entitled  to  a  credit  against  in- 
come and  excess  profits  taxes  paid  by  them  to  any  foreign  country, 
the  legislation  of  many  other  countries  imposes  heavy  taxes  on  their 
citizens  or  residents  irrespective  of  whether  their  income  is  already 
taxed  by  the  countries  in  which  it  is  being  earned  or  received.  This 
question  has  become  particularly  important  since  the  heavy  increase 
in  taxation  which  has  followed  the  war,  so  much  so  indeed,  that 
to-day,  incomes  taxed  in  two  countries  often  are  reduced  by  80% 
to  100%.  Double  taxation,  therefore,  is  a  decided  obstacle  in  the 
development  of  closer  international  relations,  interfering  with  the 
free  circulation  of  capital  and  so  with  the  normal  increase  of  world 
production.  Double  taxation  afifects  mostly  the  enterprises  and  in- 
dividuals possessing  enough  initiative  and  daring  to  go  to  foreign 
countries  and  bring  to  them  the  benefit  of  new  capital  and  strength 
and  intelligence.  The  limitation  imposed  by  double  taxation  paralyzes 
activity  and  discourages  a  trend  of  investment  which  is  of  benefit 
both  to  the  country  of  origin  and  the  country  in  which  cooperation 
is  sought.  The  same  remarks  apply  to  a  certain  extent  to  double 
taxation  in  the  case  of  inheritances.  A  committee  of  experts  has 
examined  this  question  and  made  a  report  to  the  League  of  Nations 
recommending  the  creation  under  its  auspices  of  an  international 
organ  of  permanent  character  to  hasten  the  solution  of  this  prob- 
lem. 

Governmental  Control  of  Foreign  Investments 

The  policies  of  leading  capital  exporting  countries  in  controlling 
the  outflow  of  funds  are  deeply  significant  for  the  citizens  of  both 
creditor  and  debtor  nations.  In  an  article  published  in  the  Ameri- 
can Economic  Review  of  December,  1928,  Dr.  George  W.  Edwards, 
Dean  of  the  School  of  Business  Administration  of  the  College  of  the 
City  of  New  York,  has  compared  the  present  policy  of  the  United 
States  in  this  respect  with  the  policies  followed  in  the  past  by  certain 
European  countries. 
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The  following  abstracts  from  Dr.  Edwards's  article  dealing  with 
those  aspects  which  are  particularly  related  to  the  subject  of  the 
present  study  are  reprinted  with  the  kind  permission  of  their 
author : 

Great  Britain 

**.  .  .  From  the  close  of  the  nineteenth  century  until  the  outbreak 
of  the  war,  a  revival  of  nationalism  brought  about  a  change  of  gov- 
ernmental policy.  On  the  one  hand,  the  purchase  of  the  shares  of  the 
Suez  Canal  by  Disraeli,  the  official  interest  of  the  British  govern- 
ment in  the  various  plans  for  the  financial  reconstruction  of  Greece 
by  international  capital,  and  on  the  other  hand,  the  failure  of  Persia 
to  obtain  a  loan  in  the  London  market  and  the  inability  to  float  loans 
for  financing  the  Bagdad  railroad  were  all  evidences  of  the  growing 
policy  of  the  government  to  control  the  export  of  capital.  The 
most  obvious  case  of  the  intervention  of  the  foreign  office  was  in 
relation  to  the  Crisp  loan  of  1912. 

".  .  .  With  the  outbreak  of  the  war  Great  Britain  imposed  re- 
strictions on  the  export  of  capital  under  the  Defence  of  the  Realm 
act.  This  control  was  continued  after  the  war  and  was  modified 
only  in  1925. 

France 

".  .  .  Under  the  law  of  January,  1907,  security  transactions 
were  controlled  by  an  edict  that  announcements  of  all  issues,  sales 
or  introductions  of  securities  must  first  be  published  in  the  official 
journal.  On  one  occasion  this  law  was  enforced  against  a  British 
corporation  which  was  duly  convicted.  The  law  of  1907  was  extended 
from  time  to  time,  and  on  December  16,  1913,  a  circular  of  M.  Cail- 
laux  applied  the  law  to  foreign  treasury  notes. 

"Wliile  governmental  control  was  thus  directly  exercised  over  the 
Paris  Bourse,  regulation  was  also  extended  over  the  Coulisse,  the 
unofficial  security  market.  In  the  case  of  the  latter  institution,  gov- 
ernmental approval  for  listing  was  not  mandatory,  but  it  was  in- 
formally requested.  These  regulations  were  applied  on  various  occa- 
sions. Regulation  to  check  the  export  of  capital  on  economic  grounds 
was  exercised  when  the  stock  of  the  United  States  Steel  Corporation 
was  denied  listing  privilege.  Similar  action  was  taken  against  new 
Italian  securities  until  it  was  made  clear  that  the  life  insurance 
monopoly  would  not  afTect  the  interests  of  France.  Again  in   1908 
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Argentine  had  given  an  order  for  artillery  to  the  Krupp  concern  of 
Germany  as  against  the  Schneider  works  of  France.  As  a  result,  in 
the  following  year  when  Baring  Brothers  sought  to  place  in  Paris 
the  Argentine  internal  loan  of  1895,  its  admission  was  prohibited 
by  the  French  government.  It  also  banned  a  Bulgarian  loan  in  1909 
because  no  orders  were  to  be  placed  with  French  suppliers. 

"Governmental  intervention  in  the  French  capital  market  was 
exercised  not  only  to  check  but  also  to  stimulate  the  export  of 
capital.  Thus  the  1910  loan  of  15  million  francs  was  granted  to 
Serbia  because  of  the  agreement  to  place  a  contract  for  arms  with 
the  Schneider  firm. 

"M.  Caillaux,  in  his  capacity  as  Finance  Minister,  forced  the 
flotation  of  the  Turkish  loan  of  1914. 

Germany 

".  .  .  Governmental  control  over  investments  in  the  case  of  Ger- 
many did  not  take  the  form  of  a  legislative  act  as  in  France. 
However,  the  government  was  in  a  position  to  influence  the  course 
of  capital  export  indirectly  through  the  Berlin  Stock  Exchange.  A 
standing  commission  of  the  Exchange  known  as  the  "Zulassungstelle" 
had  the  ostensible  purpose  of  protecting  the  German  public  against 
fraudulent  issues,  but  the  powers  of  this  body  also  extended  to 
foreign  as  well  as  domestic  securities. 

"The  German  government  exerted  its  control  over  capital  export 
also  through  the  agency  of  the  Reichsbank  which  was  closely  con- 
trolled by  the  government  under  the  act  of  1875. 

United  States 

"...  A  definite  statement  of  the  policy  of  the  American  gov- 
ernment toward  the  growing  volume  of  capital  export  in  the  post-war 
period  was  enunciated  in  1922. 

".  .  .  Under  date  of  March  3,  1922,  the  government  issued  its 
'Statement  for  the  Press  on  Flotations  of  Foreign  Loans'  which 
read  in  part  as  follows : 

"  'The  flotation  of  foreign  bond  issues  in  the  American  market  is 
assuming  an  increasing  importance  and  on  account  of  the  bearing 
of  such  operations  upon  the  proper  conduct  of  affairs,  it  is  hoped 
that  American  concerns  that  contemplate  making  foreign  loans  will 
inform  the  Department  of  State  in  due  time  of  the  essential  facts 
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and  subsequent  developments  of  importance.  Responsible  American 
bankers  will  be  competent  to  determine  what  information  they  should 
furnish  and  when  it  should  be  supplied. 

"  'American  concerns  that  wish  to  ascertain  the  attitude  of  the 
Department  regarding  any  projected  loan  should  request  the  Secre- 
tary of  State  in  writing  for  an  expression  of  the  Department's  views. 
The  Department  will  then  give  the  matter  consideration  and,  in  the 
light  of  the  information  in  its  possession,  endeavor  to  say  whether 
objection  to  the  loan  in  question  does  or  does  not  exist,  but  it  should 
be  carefully  noted  that  the  absence  of  a  statement  from  the  Depart- 
ment, even  though  the  Department  may  have  been  fully  informed, 
does  not  indicate  either  acquiescence  or  objection.  The  Department 
will  reply  as  promptly  as  possible  to  such  inquiries. 

"  'The  Department  of  State  cannot,  of  course,  require  American 
bankers  to  consult  it.  It  will  not  pass  upon  the  merits  of  foreign 
loans  as  business  propositions  nor  assume  any  responsibility  what- 
ever in  connection  with  loan  transactions.  Ofifers  for  foreign  loans 
should  not,  therefore,  state  or  imply  that  they  are  contingent  upon 
an  expression  from  the  Department  of  State  regarding  them,  nor 
should  any  prospectus  or  contract  refer  to  the  attitude  of  the  gov- 
ernment. The  Department  believes  that  in  view  of  the  possible  national 
interests  involved  it  should  have  the  opportunity  of  saying  to  the 
underwriters  concerned,  should  it  appear  advisable  to  do  so,  that 
there  is  or  is  not  objection  to  any  particular  issue.' 

"...  This  statement  has  since  become  known  as  the  ruling  of 
1922  and  it  has  formed  the  basis  of  the  government  policy  regarding 
the  control  of  our  foreign  loans.  Various  attempts  have  been  made 
by  Congress  to  supplement  or  supersede  this  informal  ruling  of  the 
executive  department  by  a  formal  act  of  the  legislature. 

".  .  .  Under  this  ruling  a  definite  procedure  of  control  over  the 
flotation  of  foreign  loans  has  been  established.  An  American  banking 
house,  contemplating  the  flotation  of  a  foreign  loan,  sends  to  the 
State  Department  a  written  memorandum  giving  the  important  de- 
tails of  the  prospective  loan  and  asking  whether  there  are  any 
objections  to  it.  The  State  Department  thereupon  undertakes,  with 
the  cooperation  of  other  departments  such  as  Treasury  and  Com- 
merce, an  investigation  of  the  loan  from  the  standix)int  of  public 
policy  and  informs  the  banking  house  whether  'in  the  light  of  the 
information  before  it  the  State  Department  offers  no  objection.' 
The   ruling   of    1922   does   not    jiermit    .American    bankers   to   offer 
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bids  which  are  conditioned  upon  the  action  of  the  State  Department ; 
for  the  ruling  specified  that  'oflfers  of  foreign  loans  should  not  state 
or  imply  that  they  are  contingent  upon  an  expression  from  the 
Department  of  State  regarding  them.'  The  various  government  de- 
partments, particularly  Commerce,  have  developed  an  efficient  sys- 
tem of  collecting  data  on  foreign  financial  developments,  and  there 
is  usually  available  adequate  information  to  serve  as  a  basis  for 
judging  whether  the  proposed  loan  is  in  accordance  with  public 
policy.  As  a  result  the  banking  house  receives  a  reply  within  a  few 
days  and  even  within  a  few  hours. 

".  .  .  The  ruling  of  1922  refers  to  'loans',  and  includes  those 
made  not  only  to  foreign  governments  but  also  to  foreign  corpora- 
tions as  well.  The  ruling  is  limited  to  loans  which  are  to  be  publicly 
oflfered  and  does  not  extend  to  loans  which  are  to  be  privately  held 
even  when  in  the  form  of  actual  obligations  such  as  bonds.  The 
State  Department  has  however  objected  to  bank  credits  when  in- 
tended for  a  foreign  government  which  had  been  banned  as  a  direct 
borrower.  While  the  ruling  includes  transactions  with  foreign  cor- 
porations, it  does  not  apply  to  the  sale  of  their  shares  in  this  market. 

"...  Under  no  circumstances  should  the  ruling  be  interpreted  as 
an  opinion  by  the  government  on  the  credit  position  of  a  proposed 
foreign  loan.  On  this  subject  Secretary  Kellogg  made  the  following 
reference : 

"  'The  Department  has  not  assumed  and  could  not  assume  to  pass 
upon  the  validity  of  loans  or  the  security.  It  has  not  the  authority 
of  law  and  it  will  be  impossible  for  any  department  of  the  govern- 
ment to  parcel  out  foreign  loans,  pass  upon  their  merits,  their 
security  or  upon  them  as  business  propositions.  Where  objection  is 
not  made,  the  Department  universally  states  that  it  does  not  pass 
upon  the  merits  of  foreign  loans  as  business  propositions  nor  assume 
any  responsibility  in  connection  with  such  transactions.' 

"...  Officers  of  the  various  government  departments  have  also  at 
times  expressed  views  favorable  to  foreign  investments.  These  state- 
ments have  however  been  of  a  general  nature  and  have  usually 
stressed  the  broader  economic  advantages  to  the  United  States  of  such 
oversea  financial  interests. 

".  .  .  As  in  the  case  of  the  regulation  of  foreign  financing  by 
other  creditor  nations,  the  policy  of  the  United  States  has  been  based 
on  political  as  well  as  economic  motives.  These,  however,  have  de- 
termined few  of  the  objections  of  the  State  Department. 
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".  .  .  Economic  considerations  have  determined  the  government 
in  objecting  to  certain  proposed  foreign  loans.  On  at  least  two  occa- 
sions the  government  has  opposed  loans  floated  in  the  American 
money  market  for  the  purpose  of  creating  a  'monopolization  of  prod- 
ucts consumed  in  the  United  States.' 

"...  Contrary  to  a  widely  held  view,  creditor  governments  such 
as  Holland,  England,  France,  Germany,  even  under  normal  economic 
and  political  conditions,  exercised  a  considerable  degree  of  control 
over  capital  export  as  soon  as  its  volume  became  extensive.  Control 
has  varied  in  form  from  a  legislative  act  regulating  the  stock  ex- 
change in  the  case  of  France  to  an  executive  policy  in  the  case  of 
England  during  the  nineteenth  and  twentieth  century  and  in  the 
case  of  the  United  States  at  present.  Continental  policy,  particularly 
that  of  France,  was  motivated  rather  by  political  than  economic 
considerations.  In  contrast,  the  policy  of  the  United  States  has  been 
governed  primarily  by  economic  considerations.  Furthermore,  when 
compared  with  other  countries,  control  as  exercised  by  the  United 
States  has  been  limited  in  its  application.  It  has  extended  only  to 
loans  publicly  ofl"ered  and  not  to  loans  privately  placed  or  to  pro- 
prietary interests.  The  United  States  had  developed  all  the  prece- 
dents for  government  control,  expressed  either  as  approval  or  dis- 
approval, even  before  the  war  period.  From  1922  to  1928,  during 
which  time  the  ruling  of  1922  has  been  applied,  loans  amounting  to 
about  $14,500,000,000  have  been  publicly  offered  in  the  United  States. 
Practically  all  of  these  were  submitted  to  the  State  Department  for 
its  review.  It  may  therefore  be  said  that  these  loans  have  been  con- 
sidered generally  unobjectionable  from  the  standpoint  of  public  policy. 
On  the  other  hand,  the  State  Department  has  expressed  its  objec- 
tion to  only  a  few  proposed  loans  whose  amount  would  have  added 
but  a  fractional  increase  to  the  total  amount  outstanding.  These 
objections  were  based  on  considerations  of  public  policy  and  on 
investigations  made  in  cooperation  with  the  various  governmental 
departments  which  have  developed  comi)etent  systems  for  gathering 
data  on  the  various  factors  relating  to  the  loans  under  consideration. 

"  .  ,  .  It  is  thus  seen  that  governmental  control  over  foreign  in- 
vestment in  the  case  of  the  United  States  has  been  relatively  slight. 

"...  From  this  fact  that  the  government  does  not  exercise  strict 
control  over  the  flow  of  our  capital  abroad,  two  important  policies 
should  be  kept  in  mind  by  tiic  bankers  making  such  loans.  First,  if 
defaults  occur  in  the  future,  little  political  assistance  should  be  ex- 
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]^cted  from  the  government  which  has  assumed  practically  no  share 
in  the  making  of  these  loans.  Secondly,  as  a  result,  bankers  must 
realize  that  the  responsibility  for  the  ultimate  payment  of  the  for- 
eign loans  which  they  are  extending  rests  primarily  on  the  sound- 
ness of  their  credit  judgment  and  not  upon  the  possibility  of  political 
pressure  of  the  United  States  government.  Hence,  in  the  interests 
of  their  clients,  every  care  must  be  exercised  no  matter  how  keen 
the  competition  is  for  foreign  business." 
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Chapter  II 
THE  ATTITUDE  OF  FIFTEEN  COUNTRIES 

Austria 

The  Austrian  law,  it  is  declared,  does  not  know  of  sequestration 
or  confiscation  of  the  property  of  alien  enemies  in  the  case  of  war. 

By  virtue  of  an  Imperial  Order  issued  October  16,  1914,  the 
then  Austrian  Government  was  authorized  to  decree  certain  measures 
regarding  the  treatment  of  foreigners  or  foreign  enterprises  if  the 
country  at  war  with  Austria  had  taken  similar  measures  against 
Austrian  nationals.  At  the  same  time,  a  number  of  prohibitions  as 
to  payment  to  foreigners  were  promulgated ;  but  these,  later,  were 
expressly  abrogated. 

Nevertheless,  the  present  Austrian  Government  still  could  take 
retaliatory  measures  under  the  old  Imperial  authority,  should  occa- 
sion for  such  measures  be  determined  to  be  justified. 

Belgium 

There  is  at  present  no  law  or  treaty  dealing  with  the  rights,  in 
case  of  war,  of  a  foreign  holder  of  property  situated  in  Belgium.  The 
laws  of  sequestration  voted  after  the  hostilities  in  1914  settled  only 
the  status  of  property  belonging  to  alien  enemies  of  Belgium  during 
the  World  War. 

Denmark 

Under  the  charter  of  July  4,  1818,  it  was  provided  that  money 
from  abroad  deposited  with  the  National  Bank  of  Denmark,  in 
Copenhagen,  and  property  of  every  description  received  by  the  Bank 
from  foreigners  as  collateral  security  or  pledge  should  be  entirely 
exemi^t  from  any  sort  of  sequestration  or  confiscation.  This  provision 
still  is  in  force. 

Examination  of  Danish  legislation  during  and  since  the  Great 
War  shows  that,  as  one  of  the  neutrals  in  the  War,  Denmark  has 
seen  no  occasion  for  enacting  new  laws  affecting  wartime  problems. 
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Widespread  attention,  however,  has  been  given  in  both  Danish  legal 
and  political  writings  to  these  problems.  It  is  fair  to  assume  that 
Denmark  would  be  glided  by  the  League  of  Nations'  action  on  such 
problems. 

England 

During  the  World  War  certain  Special  Acts  of  Parliament  were 
passed  on  the  subject  of  trading  with  an  enemy ;  such  British  Acts 
applied  to  only  the  war  period. 

The  position  of  an  alien  holder  of  property  in  England  appears 
to  be  the  same  to-day  as  it  was  prior  to  the  World  War.  Should  a 
war  contingency  again  arise,  the  British,  no  doubt,  would  again  pass 
special  war  legislation,  and,  as  this  legislation  would  be  guided  by 
events,  it  is  impossible  to  forecast  what  form  it  would  take. 

France 

At  the  beginning  of  the  World  War  the  French  Courts,  applying 
the  regulations  of  the  civil  code  in  the  matter  of  sequestration,  as 
it  was  indicated  by  pronouncement  of  the  Minister  of  Justice  that 
they  should  be  applied,  rendered  decrees  under  which  the  property, 
coming  within  the  jurisdiction  of  the  courts,  owned  by  subjects  of 
an  enemy  power,  was  sequestered.  No  new  law  was  needed  for  this 
action. 

The  French  law  of  April  4,  1915,  forbade  any  business  with 
enemies  and  contented  itself  with  recognizing  (Article  2)  the  legiti- 
macy of  the  sequestrations  referred  to. 

After  the  war,  a  law  (that  of  October  7,  1919)  established  the 
procedure  for  the  liquidation,  in  conformity  with  the  regulations  of 
the  Versailles  Treaty,  of  the  property  which  had  been  sequestered. 
This  law  of  October  7,  1919,  was  followed  by  a  decree  dated  Octo- 
ber 23,   1919,  specifying  the  terms  for  the  application  of  the  law. 

The  Gold  Clause 

A  problem  which  has  occupied  French  public  opinion  since  the 
war,  is  the  question  of  the  payment  in  gold  francs  of  principal  and 
interest,  by  her  debtors,  of  loans  made  prior  to  1914.  Mr.  Lamoureux, 
Member  of  Parliament,  estimated  that  France  in  1914  had  loaned 
about  thirty-eight  billion  gold   francs*    (Millards)    equal  to  about 

*  According  to  another  estimate,  at  the  end  of  1913,  230  Government  Bonds 
and  250  other  foreign  securities  were  quoted  on  the   Paris  Stock  Exchange. 
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one  hundred  and  ninety  billion  of  present  francs.  This  tremendous 
investment,  by  reason  of  the  efforts  of  the  debtors  to  pay  in  depre- 
ciated francs,  would  have  suffered  a  diminution  of  150  billion  present 
francs  in  principal.  Furthermore,  the  yearly  interest  would  be  re- 
duced by  6  billion  francs  and  the  French  Treasury  itself  would  lose 
1,500,000,000  francs  as  a  result  of  the  corresponding  loss  in  taxes. 
It  appears  that,  so  far,  the  French  holders  have  not  been  able  to 
obtain  justice.  To  the  International  Court  in  The  Hague  has  been 
presented  two  actions  concerning  the  Serbian  and  Brazilian  loans 
which  are  now  pending.  Foreign  courts,  excepting  in  one  case,  have 
dismissed  the  French  plaintiffs. 

By  the  French  Tribunals,  32  judgments  have  been  rendered. 
From  these  decisions  it  may  be  concluded  that  the  gold  clause  is 
valid  in  international  contracts,  but  this  gold  clause  must  be  formal, 
and,  moreover,  it  can  only  be  executed  if  the  place  of  payment  is 
abroad.  Also,  as  regards  the  exchange  option,  there  must  be  a  formal 
option  and  a  foreign  place  of  payment.  The  payments  in  France, 
according  to  the  Court  of  Appeals,  can  be  made  in  paper  francs, 
and  the  French  holders  can  obtain  damages  only  if  the  gold  payment 
abroad  is  refused. 

As  regards  loans  made  by  foreigners  and  stipulated  in  francs 
without  any  qualifications,  according  to  the  jurisprudence  prevailing, 
they  can  be  paid  back  in  depreciated  francs.  Only  the  International 
Court  of  Alexandria.  Egypt,  has  expressed  an  opinion  favorable  to 
the  French  holder.  This  doctrine  has  been  applied  even  when  the  pay- 
ment of  principal  and  interest  of  loans  issued  in  francs  (without 
specification  as  to  "gold"  francs  or  "paper"  francs)  was  jointly 
guaranteed  in  gold  by  a  third  party;  for  instance,  the  French 
Tribunal  of  the  Seine  has  decided  that  there  was  no  direct  relation 
between  the  guarantee  of  6%  gold  which  the  company  of  Sao  Paulo, 
Brazil,  received  from  the  government  for  the  service  of  the  loan  and 
the  interest  due  to  the  French  holders  which  is  paid  at  the  rate  of 
5%  in  paper  francs.  Accordingly,  this  particular  company  ha§  used 
the  difference  to  buy  back  its  bonds  in  the  market  in  paper  francs. 

In  the  law  dealing  with  the  stabilization  of  the  franc,  it  has  been 
clearly  stated  that  the  new  status  of  the  franc  would  not  apply  to 
international  payments  validly  agreed  upon  in  gold.  In  this  connec- 

Their  nominal  face  value  was  over  81  billion  francs  and  their  actual  market 
value  over  72  billion  francs.  Of  these,  42  billion  francs  are  believed  to  have 
belonged  to  Frenchmen  with  a  yearly  income  of  2.2  billion  francs. 
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tion,  the  opinion  has  been  expressed  in  the  French  Chamber  of 
Deputies  that  each  time  the  intention  of  the  parties  was,  evidently, 
that  the  payment  should  be  made  in  gold  francs,  the  law  should 
protect  the  holder  in  such  a  manner  that  his  rights  would  be  safe- 
guarded and  that  the  government  should  instruct  the  District  Attor- 
neys energetically  to  insist  upon  this  point. 

Germany 

Before  1914  no  law  had  been  passed  in  Germany,  nor  was  Ger- 
many a  party  to  any  treaty  authorizing  the  seizure  of  property  of 
any  alien. 

During  the  war  laws  were  passed  prohibiting  payments  to  certain 
aliens,  the  law  of  August  8,  1917,  having  regard  to  United  States 
citizens.  An  Alien  Property  Custodian  was  appointed  and  it  became 
compulsory  to  notify  him  of  any  alien  property.  However,  these 
laws  have  been  revoked  since  the  peace  treaty. 

The  legal  status  of  a  foreigner  in  Germany  regarding  his  indi- 
vidual property  is  the  same  to-day  as  it  was  in  1914.  There  are  no 
special  restrictions  against  foreigners  in  regard  to  their  private 
property  which  are  not  equally  applicable  against  German  subjects. 

Holland 

Laws  regarding  the  sequestration  or  confiscation  of  alien  property 
did  not  exist  in  the  Netherlands  prior  to  1914,  and  do  not  now  exist. 

Hungary 

The  idea  of  "alien  enemy"  is  unknown  to  Hungarian  law,  which 
now  does  not  contain,  and  never  has  contained,  any  provisions  which 
would  automatically  influence  or  determine  the  legal  position  of  alien 
enemies  on  the  outbreak  of  war.  In  addition,  Hungarian  courts  have 
no  power  of  retaliation  against  alien  enemies,  even  if  countries  with 
which  Hungary  may  be  at  war  treat  Hungarian  subjects  as  alien 
enemies  and  confiscate  and  sequestrate  property  belonging  to  Hun- 
garians. 

The  only  Act  of  Parliament  in  Hungary  which  refers  to  this 
whole  question  is  Act  54,  enacted  in  1912,  which  gives  to  the  Gov- 
ernment the  right  to  make  exceptional  decisions,  determined  to  be 
necessary,  during  a  war,  on  matters  which,  in  time  of  peace,  would 
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be  within  the  province  of  ParHament.  This  Act  of  ParHament  enables 
the  Government  to  take  exceptional  action  with  respect  to  the  prop- 
erty of  alien  enemies,  but  only  as  a  matter  of  defense ;  it  is  to  be 
noted  that  no  power  is  given  to  the  Government  by  this  act  to  annul 
international  conventions  or  to  confiscate  property  of  foreign  subjects. 

In  a  series  of  Hungarian  court  judgments  during  the  World  War, 
it  was  stated  that  the  legal  position  of  alien  enemies  would  not  be 
altered  by  the  state  of  war. 

As  a  matter  of  fact,  the  only  restriction  with  regard  to  enemy 
subjects  ordered  by  the  Hungarian  Government  during  the  World 
War,  under  Act  54  of  1912,  was  the  provisional  prohibition  against 
sending  money  into  certain  enemy  countries — namely,  England, 
France,  Russia,  Rumania  and  Italy.  This  prohibition,  however,  was 
not  invoked  with  respect  to  other  countries  at  war  with  Hungary — 
for  instance,  the  United  States. 

Under  the  Treaty  of  Trianon,  Hungary  undertook,  with  respect 
to  the  property,  rights  and  interests  of  nationals  of  Allied  and  Asso- 
ciated Powers,  to  restore  and  maintain,  except  as  expressly  provided 
by  the  Treaty,  the  property,  rights  and  interests  of  nationals  of 
Allied  or  Associated  Powers  in  the  legal  position  obtaining  in  respect 
of  the  property,  rights  and  interest  of  nationals  of  the  former  King- 
dom of  Hungary  under  the  laws  in  force  before  the  war ;  and  "not 
to  subject  the  property,  rights  or  interests  of  the  nationals  of  the 
AlUed  or  Associated  Powers  to  any  measures  in  derogation  of  prop- 
erty rights  which  are  not  applied  equally  to  the  property,  rights  and 
interest  of  Hungarian  nationals,  and  to  pay  adequate  compensation 
in  the  event  of  the  application  of  these  measures." 

Italy 

On  May  24,  1915,  the  day  of  the  outbreak  of  war  between  Italy 
and  Austria,  an  Italian  law  was  passed  dealing  with  property  be- 
longing to  alien  enemies.  The  so-called  Derceto  Luogotenenziale  of 
November  28,  1918 — No.  1829 — was  issued  in  execution  of  this  law. 

Under  the  various  Treaties  of  Peace,  the  Italian  Government  was 
authorized  to  confiscate  property  located  in  Italian  territory  and 
owned  by  alien  enemies.  By  the  Royal  Decree  of  April  10,  1921. 
No.  470,  referring  to  the  clauses  of  the  Treaties  of  Peace  of  Ver- 
sailles and  St.  Germain,  the  Italian  Government  also  assumed  owner- 
sWp  of  commercial  and  industrial  firms,  real  estate,  personal  property, 
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participations,  securities  and  all  other  resources  of  whatever  kind 
existing  in  the  territory  of  the  Kingdom  of  Italy  and  belonging  to 
German  and  Austro-Hungarian  subjects. 

No  special  laws  were  passed  in  order  to  authorize  the  transfer  to 
the  public  domain  of  property  owned  by  Bulgarian  and  Turkish  sub- 
jects, although  the  Treaties  of  Neuilly  and  Sevres  would  have  justi- 
fied the  Italian  Government  in  so  doing. 

The  Italian  Government  has  declared,  although  not  officially,  that 
in  no  instance  will  it  take  advantage  of  Paragraph  8,  Part  8  of  the 
Treaty  of  Versailles,  providing  that,  in  case  of  non-fulfillment  of 
engagements  undertaken  by  Germany  in  respect  of  the  Treaty,  it 
may  take  certain  steps  deemed  necessary  by  it  according  to  circum- 
stances. 

It  is  considered  that  at  present  the  exceptional  measures  taken 
during  the  war  have  no  effect  in  Italy  in  respect  of  aliens  now  buying 
and  holding  property  in  Italy.  As  regards  real  estate,  immovables, 
credits  and  money  values,  foreigners  residing  in  Italy  have  the  same 
property  rights  and  duties  as  nationals  have. 

Norway 

Norway  signed  the  treaties  passed  by  the  Second  International 
Peace  conference  at  The  Hague  in  1907,  and  these  treaties  therefore 
determine  the  position  of  foreign  investors  in  Norway,  insofar  as 
their  holdings  might  be  affected  by  war.  No  new  treaties  covering 
the  sequestration  and  confiscation  of  alien  property  have  been  entered 
into  by  Norway,  up  to  the  present. 

Spain 

No  Spanish  Government  regulations  appear  to  exist  by  which 
foreigners  holding  property  in  Spain  are  limited  in  the  right  of 
usufruct  of  their  property ;  nor  has  there  been  a  law  passed  in  virtue 
of  which  foreigners'  property  existent  in  Spain  might  be  confiscated 
on  account  of  such  foreigners  being  adjudged  enemies  of  Spain. 

Sweden 

There  are  in  Sweden  no  laws  or  ordinances  authorizing  the  state, 
in  the  event  of  war,  to  sequester  or  confiscate  an  alien's  property 
situated  in  Sweden,  or  his  money  or  securities  deposited  in  Sweden. 
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Sweden,  being  neutral  during  the  World  War,  was  not  faced  with 
the  necessity  of  legislating  on  these  subjects. 

In  view  of  the  situation  as  thus  outlined,  it  is  impossible  to  make 
any  pronouncement  as  to  what  would  be  the  position  of  an  alien 
owner  of  property,  money  or  securities  held  in  Sweden,  in  the  event 
of  a  war  involving  Sweden. 

Switzerland 

Switzerland  long  ago  adopted  the  principle  of  eternal  neutrality ; 
this  policy  was  officially  recognized  by  the  European  Great  Powers 
in  the  Treaty  of  Vienna,  enacted  in  1815.  The  policy  again  was  rec- 
ognized by  the  Versailles  Treaty  in  1919.  The  Swiss  Government, 
therefore,  never  has  seen  fit  to  enact  any  legislation  dealing  with  the 
question  of  protection  of  property  of  foreigners  in  Switzerland. 

Canada 

The  legislation  passed  in  Canada  during  the  course  of  the  World 
War  confiscating  the  property  of  enemy  aliens  applied  only  to  the 
situation  then  existing  and  to  those  nations  which  were  in  arms 
against  the  Allies.  No  permanent  legislation  laying  down  the  prin- 
ciples of  confiscation  to  be  followed  in  any  future  wars  was  passed 
nor  were  any  treaties  entered  into  embodying  regulations  or  principles 
in  this  connection. 

The  position  of  any  alien  holder  of  property  in  Canada  is  now 
no  different  than  it  was  in,  say,  1913. 

UNITED  STATES  OF  AMERICA 

Sequestration  of  Private  Property 

The  situation  in  the  United  States  with  respect  to  the  sequestra- 
tion or  confiscation  of  property  of  alien  enemies  to-day  is  the  same 
as  it  was  in  1917.  Since  that  time  the  United  States  has  enacted  no 
laws,  nor  has  it  become  a  party  to  any  treaties  which  make  any 
change  in  the  situation  wbich  existed  at  the  time  of  the  entrance 
of  this  country  into  the  World  War. 

The  Settlement  of  War  Claims  Act  relates  solely  to  tbe  disposi- 
tion of  property  sequestered  in  the  United  States  during  the  World 
War,  and  contains  no  i)r()vision  looking  to  the  future.  If.  therefore. 
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the  United  States  again  were  to  become  involved  in  war,  Congress 
would  be  at  liberty  to  make  such  provision  as  it  might  see  fit  with 
reference  to  the  property  of  enemy  subjects  found  in  this  country, 
and,  inferentially,  the  enemy  Government  similarly  could  make  its 
own  regulations  with  reference  to  American  property  found  within 
its  territory. 

With  regard  to  any  provisions  found  in  old  treaties  relative  to 
the  right  to  remove  property  from  the  contracting  countries  in  the 
event  of  war  between  them  it  is  to  be  noted  that  the  generally  ac- 
cepted principle  is  that  treaties  between  belligerents  lapse  upon  the 
declaration  of  war,  and  this  principle  would  seem  to  render  any  such 
provisions  as  referred  to  inelTective. 

The   Peace  and  \\'ar   Clause 

What  is  the  value  of  covenants  in  foreign  government  bonds 
that  interest  and  principal  shall  be  paid  in  both  peace  and  war? 
Naturally  such  a  provision  appeals  to  investors  as  a  safeguard ; 
however,  it  is  to  be  remarked  that  there  is  authority  for  considering 
such  stipulations  as  adding  nothing  to  the  security  of  the  obligation. 
If  the  state  issuing  such  bonds  were  to  go  to  war  with  another  power 
and,  as  an  incident  to  war.  repudiate  the  bonds,  the  United  States 
undoubtedly  would  demand  that  the  obligation  to  American  bond 
holders  be  met. 

It  is  conceivable  that  the  stipulation  would  strengthen  the  posi- 
tion of  the  United  States  in  making  the  demand,  but  the  demand 
doubtless  would  be  made  in  any  event,  and  the  result  would  be 
determined,  first,  by  the  way  in  which  the  demand  was  prosecuted, 
and,  second,  by  the  powers  of  the  debtor  state.  If  war  arose  between 
the  United  States  and  such  debtor  nation,  the  bonds  would  be  dealt 
with  in  the  same  manner  as  they  would  be  without  such  stipulation, 
except  that  the  presence  of  the  stipulation  possibly  might  have  some 
influence  upon  an  arbitral  tribunal. 

One  question  with  regard  to  enemy-owned  securities  has  been 
clarified  since  the  war  by  judicial  decisions  in  both  the  United  States 
and  England.  During  the  war,  when  it  came  to  the  attention  of  the 
Alien  Property  Custodian  that  shares  of  stock  in  an  American  cor- 
poration were  owned  by  an  enemy,  the  Custodian  undertook  to  seize 
the  shares  on  the  company's  books.  In  a  number  of  instances  the 
British   Public   Trustee    found   the   certificates    for   these   shares   in 
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England,  pledged   for  loans,  and  undertook  to  seize  the  shares  by 
taking  possession  of  the  certificates. 

Since  the  war,  the  question  of  the  situs  of  such  shares  has  been 
litigated  in  the  highest  courts  of  both  countries ;  they  agree  in  sus- 
taining the  British  seizure  where  the  certificates  were  endorsed  in 
blank  so  as  to  have  title  to  the  shares  pass  from  hand  to  hand  by 
delivery  of  the  certificates ;  that  is  to  say,  in  the  case  of  "street  cer- 
tificates" the  share  itself  becomes  united  to  the  certificate  and  has 
situs  where  the  certificate  is  found.  It  is  perhaps  fair  to  presume 
that  this  ruling  may  now  be  taken  as  settled  law  for  the  United  States 
and  England,  and  that  it  probably  would  be  followed  by  each  country 
in  the  event  of  another  war.  The  decisions  with  regard  to  such  cases 
also  include  citations  from  some  Continental  Authorities.  It  is  to  be 
remembered  that  the  cases  relate  specifically  only  to  shares  of  stock 
evidenced  by  endorsed  certificates;  it  may  be  suggested  that  there 
is  no  reason  why  the  principle  involved  should  not  apply  a  fortiori 
to  coupon  bonds. 
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AUSTRIA 

Note  A. 

The  Austrian  Government  refuses  any  liability  imposed  by  the  Treaty  of 
St.  Germain  in  connection  with  the  revaluation  of  Austrian  pre-war  debts 
represented  by  bonds.  However,  the  Government  is  taking  this  decision  only 
with  respect  to  its  own  citizens ;  it  was  necessary  to  make  some  concessions 
to  foreign  bond  holders,  both  on  account  of  the  Treaty  and  the  original  issue 
conditions  of  the  bonds.  These  concessions  were  made  even  when  the  bonds 
were  deposited  in  Austria.  The  degree  of  revaluation,  when  such  valuation 
was  contemplated,  was  not  definitely  determined,  save  in  part ;  the  chances  of 
revaluation,  as  a  whole,  of  certain  bonds  (particularly  the  non-redeemable 
Austrian  bonds  not  secured  by  mortgages),  together  with  the  actual  warth  of 
such  bonds,  as  reflected  on  the  market,  may  be  recognized  approximately  from 
quotations,   from  time  to  time,  on  the  stock  exchanges. 

The  Austrian  mortgage  banks  did  not  agree  to  any  revaluation  of  their 
secured  bonds,  first,  because  of  the  stand  taken  by  the  Austrian  Government 
that  no  private  institutions  might  be  obliged  to  make  revaluation ;  and,  second, 
because  mortgages  on  real  estate  in  Austria  have  not  been  revalued,  due  to  the 
depreciation  of  the  property  coterminous  with  the  enactment  of  laws  concern- 
ing the  protection  of  lessees  of  apartments. 

One  may  note,  in  passing,  that  liens  guaranteeing  railway  preference  bonds 
were  registered  on  properties  situated  both  within  territories  of  the  present 
Austrian  Republic  and  in  the  Succession  Countries.  The  bond  issues  or  parts 
thereof  guaranteed  by  liens  on  properties  situated  within  the  present  Czecho- 
slovakian  Republic  were  redeemed  by  the  Czechoslavakian  Government  at  their 
nominal  value,  payment  being  made  in  new  Czechoslovakian  bonds  issued  in 
Czech  Kronen ;  the  loss  of  the  bond  holders,  due  to  the  depreciation  of  the  old 
Austrian  Kronen  was,  therefore,  reduced  insofar  as  Czech  Kronen  were  sub- 
stituted for  old  Austrian  Kronen. 

That  part  of  each  bond  issue  guaranteed  by  liens  on  properties  situated  in 
territories  of  the  present  Polish  Republic  it  is  the  intention  to  have  redeemed 
in  a  manner  similar  to  the  Czech  procedure.  However,  redemption  is  only  made 
to  such  bond  holders  as  are  subjects  of  countries  which  have  revalued  their 
debts  with  Polish  creditors. 

The  old  Austrian  pre-war  Railway  bonds  still  are  traded  in  on  the  Vienna 
Exchange  in  their  original  form.  Naturally,  the  quotations  reflect  what  re- 
adjustment  may   be   anticipated   at   some   future   time. 

As  to  the  gold  loan  bonds  of  the  Elizabeth  Railway,  an  appropriate 
revaluation,  by  means  of  issuing  new  bonds  in  exchange  for  the  old  ones,  is 
expected  from  the  Austrian  Government — this  because  the  bonds  were  issued 
on  a  gold  basis.  In  addition.  Hens  guaranteeing  the  issue  were  registered  on 
properties  of  the  Elizabeth  Railway.  The  high  price  of  these  bonds  is  due  to 
this  revaluation  outlook. 

As  already  stated,  in  connection  with  the  bonds  drawing  a  fixed  interest, 
the  Austrian  state  maintains  the  principle  of  non-valorization,  i.e.,  now  as  ever, 
the  rule :  "Crown  is  crown,"  obtains.  Therefore,  all  the  coupons  of  these  loans 
were  paid  in  paper  crowns,  i.e.,  their  equivalent,  in  the  currency  which  is 
now  in  force,  at  the  ratio.  Crowns  10,000  are  equal  to  1  Austrian  schilling. 
From  this  arc  excepted  the  i)ref erred  shares  of  those  railroads,  which  cover 
Austrian  and  other  territory,  hence,"  in  this  list,  the  4%  I'Vrdinand  Ndrdhahn 
and  the  3%   Oest.   Lokalbahn   Preferred.    With  the  4%    I'"erdinand    Nordbahn 
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Preferred  of  the  3/1,  1886,  the  Austrian  share  is  17,997,  the  Czechoslovak  share 
59,149,  and  the  Polish  share  22,854%.  For  the  pro  rata  part  of  the  Czecho- 
slovak territory,  there  was  issued  a  4%  Czech  State  R.  R.  bond  in  Czech 
crowns.  Out  of  reciprocity  the  Polish  share  has  not  been  valorized  up  to  now 
for  Austrians,  but  in  case  of  a  foreign  nationality,  as  is  the  case  here,  15% 
of  the  Polish  share  is  increased  in  value  through  exchange  into  a  Polish 
conversion  loan.  In  the  case  of  the  3%  Austrian  Local  R.  R.  Preferred 
matters  are  similar  to  the  above-mentioned  Nordbahn  Preferred.  Of  this 
loan,  61,917%  fall  to  Czechoslovakia,  the  remainder  of  38,083%  to  Austria.  The 
exchange  of  these  preferred  shares  into  3%  Czech  State  R.  R.  bonds  was  done 
at  the  ratio  of  K.  100 — to  Kc.  62. — nominal  while  the  coupons  were  redeemed 
at  the  rate  of  Kc.  16.40  for  every  100  K. 

With  both  R.  R.  preferred  shares,  after  exchange  of  the  corresponding  part 
into  the  Czech  loan,  ownership  of  the  Austrian,  or  Polish,  shares  have  been 
substantiated  through  the  surrender  of  the  old  stub  or  of  the  last  coupon. 
The  Austrian  shares  are  dealt  in  at  the  Vienna  Stock  Exchange,  which  quotes 
now  for  the  1886  Nordbahn  Preferred  S — .43.  for  the  3%  Austrian  Local  R.  R. 
Preferred  S — .70  for  every  K.  100. — or  R.  50. — ^nominal. 

However,  the  exchange  could  not  be  considered  in  this  statement  inasmuch 
as  the  respective  manifest  of  the  Czech  finance  minister  was  only  published  in 
July  1928,  and  entered  into  force  only  at  that  time,  while  in  this  statement  the 
due  date  March  31,  1928  was  taken  as  a  basis. 

Nor  could  the  possibility  of  conversion,  published  as  early  as  1926,  be 
availed  of,  as  at  that  time  the  exchange  was  subject  to  a  simultaneous  sub- 
scription for  a  nominal  amount  of  the  same  size,  although  no  new  capital  is  to 
be  invested  in  the  present  fictitious  case.  As  to  the  4%  Elisabethbahn  Gold 
bonds,  these  are  a  purely  Austrian  debt,  since  the  territory  covered  by  the 
Elisabethbalin  is  all  Austrian.  In  due  consideration  of  the  gold  character, 
however,  the  stock  exchange  has  already  discounted  a  large  part  of  the 
revaluation.  The  rate  of  the  latter  on  March  21,  1928  was  S  66.50. — 

The  mortgage  bonds  of  the  Nieder.  Oesterr.  Landes  Hypotheken  Anstalt 
have  not  been  valorized,  in  accordance  with  the  general  rule.  Nevertheless, 
the  stock  exchange  discounted  here  too  an  eventual  revaluation  chance,  as  the 
opinion  prevails  that  in  case  of  the  increase  of  the  rents  and  the  restoration 
of  the  landlords'  revenues  there  is  the  possibility  of  a  valorization  of  the  former 
mortgages,  which  on  the  other  hand  would  involve  the  necessity  of  an  increase 
of  the  mortgage-bonds.  All  this,  however,  only  on  condition  that  a  valorization 
in  general  may  be  brought  about. 

The  I.  Wiener  Verkehrsanlagen  Loan  has  been  entirely  disposed  of  by 
lottery  last  year,  but  here  too  the  old  owners  did  not  make  am'  use  of  the 
lottery,  as  in  this  case  too  they  do  not  lose  hope  in  a  valorization.  Correspond- 
ing to  these  hopes  the  stock  exchange  now  quotes  this  loan  too  with  about 
S — .70,  i.e.,  7000%  of  the  nominal  value  in  crowns. 

As  to  the  state  revenues,  here  too  the  hope  for  valorization  is  expressing 
itself  in  the  rate,  however,  not  to  the  same  extent  as  with  other  loans,  especially 
funded  ones,  as  the  former  are  not  funded  loans  and  as  they  are  permanent 
(perennial.)  At  any  rate,  these  revenues  too  would  profit  from  an  eventual 
valorization.  However,  in  case  of  revaluation,  upon  which,  as  already  men- 
tioned, the  Austrian  state  does  not  look  favorably  at  the  time  being,  the  fact 
of  the  old  ownership  would  presumably  have  to  be  substantiated. 
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^  Staatsbahn  Warrants  : 

These  warrants  could  be  exchanged  into  shares  until  March  15th,  1923  at 
the  ratio  of  1:1  upon  additional  payment  of  K.  150,000  in  cash.  It  has  been 
presumed  that  this  exchange  was  effected  by  means  of  the  dollar  balance. 

2  AussiG  Chemische  Shares: 

In  1916,  the  nominal  value  of  a  share,  which  up  to  then  was  K.  1000. — , 
was  fixed  at  K.  200. —  and  for  every  share  of  the  nominal  value  of  K.  1000. — 
5  shares  of  the  nominal  value  of  K.  200. —  were  delivered,  so  that  for  5  shares 
acquired  in  1914  the  owner  obtained  25  shares. 

3  Capital  Increase  : 

In  case  of  capital  increases  the  right  of  acquisition  has  been  exercised  in 
such  a  way  that  without  requiring  further  capital,  so  many  rights  have  been 
offered  for  sale  as  were  necessary  for  the  purchase  of  the  new  shares.  There 
has  been,  therefore,  an  increase  in  the  number  of  shares  as  shown  in  the 
statements.  After  subscription  to  the  new  shares  the  total  holdings  consisted  of : 

25  Staatsbahn  shares, 

11   Prager  Eisen  shares 

28  Aussig  Chem.  shares 

31  Allgemeine  Bau  shares 

25  Egydier  Eisen  shares 

The  capital  increases  effected  during  the  period  from  the  beginning  of 
1914  until  March  31st,  1928  were  as  follows: 

Allgemeine  Oesterreichische  Bau — Gesellschaft 
Issue  of  new  shares  at  the  ratio  of  1 :1  @  K.  600. — 
Expiration  date  of  exercise  of  rights:  May  19  to  31,  1920. 
Average  price  of  the  right  K.  77. —  @  175 —  . .  $.44  i.e., 
for  25  shares    $11.00 

Issue  of  new  shares  at  the  ratio  of  5  :2  @  K.  3,700. — 
Expiration  date  for  exercise  of  rights :  January  30  to  Feb.  9,  1922 
Average  price  of  the  right  K.  1,275.—  @  8,000.—  . .  $.16  i.e., 
for  25  shares    4.00 

Prager  Eisen  Industrie  Gesellschaft 

Issue  of   new   shares   at  the   ratio   of   3:1   @  Kc.  700.—  Austr. 

K.  6.160.— 
(Rate  of  exchange  Prague  beginning  of  May  1921  K.  880. — ) 
Expiration  date  for  exercise  of  rights :  April  29  to  May  10,  1921. 
Average  price  of  the  right  K.  1,310.—  @  630—  $2.08  i.e., 
for  10  shares   20.80 

Aussig  Chemischer  Verein 

Issue  of  new  shares  at  the  ratio  of  9:2  @  Austrian  K.  900. — 
Expiration  date  for  exercise  of  rights:  July  6  to  16,  1917 
Average  price  of  the  right  K.  67. —  @  8.62  . .  ^7.77,  i.e., 
for    5    shares    38.85 

Issue  of  new  shares  at  the  ratio  of  3:1   (a>   Kc.   1.000. —  Austr. 

K.  7,500. 
(Rate  of  exchange  Prague  beginning  January  1921  K.  750). 
Expiration  date  for  exercise  of  rights  Dec.  27,   1920  to  January 
8,  1921 

Average  price  of  the  right  K.  1,337.—  @  668.50  . .  $2.—,  i.e., 

for  5  shares   10.00 
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Protection  of  Rights  of  Security  Holders 

Issue  of  new  shares  at  the  ratio  of  3  :1  @  ks.  575. — Austr.  K.  109,250. 
(Rate  of  exchange  Prague  middle  of  May  1922  K.  190.—  for  1  Kc.) 
Expiration  date  for  exercise  of  rights:  May  15  to  23,  1922. 
Average  price  of  the  right  K.  6,750.—  (a.  9.900—  $.68,  i.e., 
for  5  shares   3.40 

Issue  of   new    shares   at   the   ratio  of  20:3   @    Kc.   850. — Austr. 

K.  1,785,000 
(Rate  of  exchange  Prague  October  1923  K.  2,100—  for  1  Kc.) 
Expiration  date  for  exercise  of  rights :  October  22  to  30,  1923 
Average  rate  of  the  right  K.  115,000  @  70,100—  $1.64,  i.e., 
for  5  shares   8.20 

$96.25 
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ENGLAND 

Bonus  Shares 

J.  &  P.  Coats,  Ltd.,  £  ordinary 25  shares  @ 

50      "       @ 

Imperial  Tobacco  Co.,  Ltd.,  £  ordinary  . . .     500  shares 

250      " 
500      "       @ 
166      "       @ 
166      "       @ 

Fine  Cotton  Spinners  &  Doublers'  Assn.  . .     100  shares  @ 

250      "       @ 
100      "       @ 

P.  &  O.  Steam  Navigation  Co.,  deferred  or- 
dinary        il2  @  600% 

£12  @  350% 

Shell   Transport  &   Trading  Co.,  Ltd.,   £1 

ordinary   60  shares  @ 

50      "       @ 
50      "       @ 

County    of    London    Electric    Supply    Co., 
Ltd.,  £10  ordinary   666  shares  @ 

Gramophone  Co.,  Ltd.,  il,  ordinary  250  shares  (g 


Obtained 

Value 

46  sh. 

3^  £ 

£  57-0-0 
162-0-0 

20  sh. 

9   " 

63    " 

500-0-0 

75-0-0 

523-0-0 

20  sh. 
20   " 
50   " 

100-0-0 
250-0-0 
250-0-0 

72-0-0 
42-0-0 

72/6  sh. 
77/6  " 
57/6  " 

217-0-0 
193-0-0 
143-0-0 

26  sh. 

866-0-0 

26  sh. 

325-0-0 

@  4.88J4 


£3,775-0-0 
$18,431.44 


ENGLAND 

Bonds 

Total  Amount 

Originally 
Invested  1/2/14 

Reduced 

to  $12,500 

Basis 

/  'aluc 
10/10/24 

$32,389.74 

$12,500 

Stocks 

$  9,847 

$24,701.00 

$12,500 

$16,125 

Totals ; 


$25,000 


$25,972 


Value 

4/2/28 

$10,541 


$39,816 
$50,357 
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Fourteen  Years  of  European  Investments 


'CAPITAL  INCREASES  OF  THE  BANCA  COMMERCIALE 
ITALIANA— MILANO 

August,  1914,  from  130,000,000  to  156,000,000.  Value  of  subscription  rights, 
Lit.  None. 

12-22/8  1918:  from  156,000,000  to  208,000,000.  Value  of  subscription  rights, 
Lit.  110. 

2-16/6  1919:  from  208,000,000  to  260,000,000.  Value  of  subscription  rights, 
Lit.  95. 

2-16/6  1920:  from  260,000,000  to  312,000,000.  Value  of  subscription  rights. 
Lit.  30. 

16-31/5  1921 :  from  312,000,000  to  400,000,000.  Value  of  subscription  rights. 
Lit.  85. 

14-27/11  1924:  from  400,000,000  to  500,000,000.  Value  of  subscription  rights, 
Lit.  110. 

27/11  to  12/12  1925:  from  500,000,000  to  700,000,000.  Value  of  subscription 
rights,  Lit.  145. 


"CAPITAL  INCREASES  OF  THE  SOCIETA  GENERALE 
ITALIANA  "EDISON"  DI  ELETTRICITA 

October,  1927,  from  Lit.  18,000,000  to  24,000,000.  Value  of  subscription 
Lit.  None. 

27/9  1918:  from  24,000,000  to  48,000,000— the  doubling  of  the  capital  being 
made  free,  i.e.,  as  a  present  to  the  shareholders. 

9-14/12  1918:  from  48,000,000  to  72,000,000.  Value  of  subscription  rights, 
Lit.  90. 

2-«/l  1919:  from  72,000,000  to  %,000,000.  Value  of  subscription  rights, 
Lit.  28. 

19/12  1921:  from  96,000,000  to  108,000,000;  distribution  free  of  1  new  share 
for  every  eight  held. 

19^-28/12  1921 :  from  108,000,000  to  180,000,000.  Value  of  subscription  rights. 
Lit.  43. 

2-4/10  1924:  from  180,000,000  to  360,000,000.  Value  of  subscription  rights. 
Lit.  60. 

16-20/11  1926:  from  360,000,000  to  712,500,000.  Value  of  subscription  rights. 
Lit.  None. 


'CAPITAL  INCREASES  OF  THE  SOCIETA  LOMBARDA  PER 
DISTRIBUZIONE  DI   ENERGIA  ELETTRICA  "VIZZOLA" 

15-29/4  1916:  from  18,750,000  to  22,500,000.  Value  of  subscription  rights, 
Lit.  None. 

7-16/4  1919:  from  22,500,000  to  32,500,000.  Value  of  subscription  rights, 
Lit.  90. 

21-30/10  1920:  from  32,500,000  to  52,000,000.  Value  of  subscription  rights. 
Lit.  None. 

20-28/7  1923:  from  52,000,000  to  80,000,000.  Value  of  subscription  rights. 
Lit.  135. 

28/7  to  8/8  1924:  from  80,000,000  to  120,000,000.  Value  of  subscription 
rights.  Lit.  190. 

12  to  17/7  1926:  from  120,000,000  to  150,000,000.  Value  of  subscription 
rights,  Lit.  None. 
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Table  No.  38 


Stocks 


UNITED  STATES  OF  AMERICA 


Nov.  14,  1929 

Nanic 

Quota- 
tion 

Market 
Value 

Gen.  Electric  Co 

Gen.  Elec.  Special 

Elec.  Bond  and  Share  Sec.  Co 

189 

11 

64 

22/ 

69/ 
180 
181 
200 

59 

$11,037.60 
383.90 
934.40 

United  States  Rubber  Co 

632  70 

American  Smelting  and  Refining 

American  Tobacco  Co.,  Common 

American  Tobacco  Co.,  Common  "B" 

Peoples  Gas,  Light  and  Coke  Co.,  Chicago  .  . 
American  Sugar  Refining  Co 

1.737.50 
2,160.00 
3,095.10 
2.000.00 
590.00 

$22,571.20 

Table  No.  38 

UNITED  STATES  OF  AMERICA 


Stocks 


Name 


General  Electric  Co 

Gen.  Elec.  Special 

Elec.  Bond  and  Share  Sec.  Co 

United  States  Rubber  Co 

Amer.  Smelting  and  Refining 

American  Tobacco  Co..  Common  "B"  .  .  . . 
Peoples  Gas,  Light  and  Coke  Co.,  Chicago 
American  Sugar  Refining  Co 
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Table  No.  51 

Foreign  Securities  Publicly  Offered  in  the  United  States 
AND  Comparative  Table  of  Average  Call  Money  Rates 

1928-1929 

Date  Average  Nominal            Date  Average        Nominal 

1928  Rate  %  Capital             1928  Rate  %           Capital 

Jan.      7  4.754  $158,575,000     July     7  6.607      $  43,591,000 

14  4.142  14  6.395 

21  3.845  21  5.534 

28  3.845  28  5.428 

Feb.     4  4.400  135,129,000      Aug.    4  6.501 

11  4.315  11  6.942 

18  4.355  18  6.460 

25  4.211  25  6.907 

Mar.  3  4.382  110,026,500   Sept.  1  7.391    108,949,380 

10  4.262  8  7.604 

17  4.464  15  7.352 

24  4.464  22  7.572 

31  4.730  29  7.102 

Apr.  7  5.228  144,100,000  Oct.  6  7.452    65,121,200 

14  5.314  13  6.345 

21  4.700  20  6.857 

28  4.913  27  6.957 

May  5  5.177  227,969,000   Nov.  3  7.552    102,526,500 

12  5.548  10  6.538 

19  5.695  17  6.332 

26  6.000  24  6.500 

June  2  6.078  271,204,000   Dec.  1  8.259    58,597,600 

9  6.027  8  9.795 

16  5.717  15  7.444 

23  6.151  22  7.355 

30  7.197  29  10.457 
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(B)  COUNTRIES  NOT  CONSIDERED  IN  THE  SURVEY 
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ALPHABETICAL  LIST  OF  BONDS  AND  STOCKS 
MENTIONED  IN  THIS  STUDY 


(A)   Countries  Included  in  the  Survey 


Acieries  de  Longwy (France) 

Aktiebolaget  Stockholm  Bryg- 
gerier  ( Sweden ) 

Algemeen  Friesche  Hypotheek 

Bank,  4^%  Bonds  (Holland) 

Allgemeine    Elektrizitats    Ge- 

sellschaft   Shares    (Germany) 

Allgemeine  Oest.  Bau-Gesell- 
schaft   (Austria) 

American      Locomotive,      7% 

Cum.    Pref (U.S.A.) 

American  Smelting  &  Refining 
Company    (U.  S.  A.) 

American     Sugar     Refining 

Company    (U.  S.  A.) 

American  Tobacco  Com- 
pany     (U.  S.  A.) 

American  Tobacco  Com- 
pany,  Common  "B"    ....  (U.  S.  A.) 

Amsterdam,  4^%  Bonds. .  (Holland) 

Anciens  Etablissements  de 
Naeyer   ( Belgium) 

Atchison,  Topeka  &  Santa  Fe, 
5%  Non-Cum.  Pref (U.  S.  A.) 

Atchison,  Topeka  &  Santa  Fe, 

1st  &  Gen.  4%  Bonds  .  . .  (U.  S.  A.) 

Aussig  Chemischer  Verein.  .  (Austria) 

Badische  Anilin  Shares. ..  (Germany) 
Baltimore  &   Ohio,   4%    Non- 
Cum.  Pref (U.S.A.) 

Banca  Commercial  Italiana. .  (Italy) 

Banco  de  Espana  (Spain) 

Bank  of  England (England) 

Banque     C  e  n  t  r  a  1  e     Anver- 

soise    ( Belgium) 

Banque  d'Anvers  (Belgium) 

Banque  de  Bruxelles (Belgium) 

Banque  de  France (France) 

Banque  de  Paris (France) 

Banque  Nationale   (Belgium) 

Bass,  Ratcliflf  &  Gretton,  Ltd., 
Deb.  4^%    (England) 


Belgian      Congo      Loan,      4% 

Bonds   ( Belgium) 

Belgian  Loan,  3%  Bonds.  .  (Belgium) 
British  American  Tobacco  Co., 

Ltd (England) 

British  Consols,  2^%  ....  (England) 
Burbach,  5%  Bonds  (Belgium) 

Calve  Delft  (Holland) 

Canada  Cement  Company,   1st 

Mort.  6%  Bonds (Canada) 

Canada  Cement   Company. .  (Canada) 

Canadian  Car  &  Foundry  Com- 
pany     (Canada) 

Canadian  Car  &  Foundry  Co., 

1st  Mort.  6%  Bonds (Canada) 

Canadian  General  Electric  .(Canada) 

Canadian  Pacific  Railroad.  .  (Canada) 

Canadian  Pacific  Railroad,  4% 

Perp.  Deb.  Bonds  (Canada) 

Charbonnages  Centre  de  Ju- 
met    (Belgium) 

Charbonnages  Fontaine 
L'Eveque   (Belgium) 

Charbonnage  du  H  a  i  n  a  u  t, 
4H%  Bonds  (Belgium) 

Charbonnage  Mariemont  Bas- 

coup    (Belgium) 

Chesapeake  &  Ohio,  Gen.  4^% 

Bonds    (U.S.A.) 

Chicago,  Rock  Island  &  Pa- 
cific, Gen.  Gold  4% 
Bonds    (U.S.A.) 

Cie  Agricole  et  Hypothecaire 
Argentina,  5%   Bonds.  ..  (Belgium) 

Cie     Gale     des     E  a  u  x,     4% 

Bonds    (France) 

Cie  Generale  des  Faux (France) 

Cie  Immobiliere  de  Bel- 
gique  (Belgium) 

Cie  Industrielle  Pastorale 
Beige  Sud.  Amer.,  5% 
Bonds   (Belgium) 
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Cie    Inter  communale    Bruxel- 
loise      des       Eaux,      4% 

Bonds   (Belgium) 

Cie  Parisienne  de  Distribution 

d'Electricite,  4%  Bonds. .  (France) 
Cie  pour  Le  Commerce  et  I'ln- 

dust.  au  Congo (Belgium) 

C  i  e     Transatlantique,      Com-  * 

mon   ( France) 

City    of    Frankfurt,    4% 

Bonds    (Germany) 

City  of  Paris,  3%  Bonds.  ..  (France) 
City  of  Paris,  2^%  Bonds.  (France) 
City  of  Paris,  2i^%  Bonds.  (France) 
City    of    Vasteras,    4>^% 

Bonds    (  Sweden) 

Coal     Mines     of     Salgo-Tar- 

jan    ( Hungary) 

Coats,  J.  &  P.,  Ltd (England) 

Cockerill    (Belgium) 

Communales,  3%  Bonds. ...  (France) 
Compagnie   Electrique   Anver- 

soise    (Belgium) 

Conduite  d'Eau,  4%  Bonds.  (Belgium) 
Copenhagens       Handels- 

bank    (  Denmark) 

Copenhagens  Hypothec,  4H% 

Bonds    (Denmark) 

Copenhagen    Telephone. . .  (Denmark) 
County     of     London     Electric 
Supply   Co.,   Ltd.,   £10   Ord. 

Sh ( England) 

Credit   Association   of    Danish 
Isles,    4H%     7th     Series 

Bonds    (Denmark) 

Credit  Association  of  Munici- 
palities, 4J^%  Bonds. ..  (Denmark) 
Credit    Association    of    Small 
Holders  in  Jutland,  4%  3rd 
Series  Bonds (Denmark) 

Danish  Government,  3^%  1886 

Unredeemable  Bonds. ..  (Denmark) 
De  Danske  Spritfabriker.  (Denmark) 
De       Danske       Sukkerfab- 

riker    (Denmark) 

Dt  Forenede  Bryggerier. .  (Denmark) 
Den     Danske     Landmands- 

bank (Denmark 

Dct    I'orenede    Dampskibssels- 

kab     (  Denmark ) 

Deutsche  Bank   (Germany) 

Dominion  Textile  (Canada) 


Eclairage    Et    Chauffage    par 

Le  Gaz (Belgium) 

Economique  s — 1909,     4% 

Bonds   (Belgium) 

Electric  Bond  &  Share  Securi- 
ties Co (U.S.A.) 

Electricite  de  I'Escaut (Belgium) 

Electricite  de  Rosario (Belgium) 

Electricite     N  o  r  d     Belgique, 

4^%,  Bonds  (Belgium) 

Elisabethbahn  Schuldverschrei- 

bungen  in  Gold  4%  Bonds.  (Austria) 
Entreprises  Electriques.  . . .  (Belgium) 
Entreprises   Electriques,  4j/2% 

Bonds   (Belgium) 

Esperance    Longdoz (Belgium) 

Esperance   Longdoz,   4J<2% 

Bonds   ( Belgium) 

Etablissements     Americains 

Gratry    (Belgium) 

Fabrique     Nationale     d'Armes 

de  Guerre   (Belgium) 

Fine  Cotton  Spinners'  &  Dou- 

lers'  Assn.,  £1  Ord.  Sh. .  (England) 
Foncieres,  2.80%   Bonds.  ...  (France) 

Foncieres,  3%  Bonds (France) 

Forges  de  Clabecq (Belgium) 

Framnaes  Mek.  Verksted. .  (Norway) 
French  Government,  3%   S.F. 

Bonds    (France) 

French  Government,  3%  Perp. 

Bonds    (France) 

Fyenoord    (Holland) 

Ganz  &  Company   (Hungary) 

Gaz  de  St.  Josse  ten  Noode  .  (Belgium) 
General  Electric  Company.  (U.  S.  A.) 
General  Electric  Special. ..  (U.  S.  A.) 
German     General     Elec. 

(A. E.G.)    (Germany) 

German  Government,  3% 

Bonds    (Germany) 

Glaces  Nationales  Beiges. .  (Belgium) 
Ciramophone     Company,     Ltd., 

£1  Ord.  Sh (England) 

Great  Northern  1st  &  Ref.  "A," 

4%%  Bonds   (U.S.A.) 

Guest  Keen  &  Nettlefolds. .  (England) 

Hamburg    American    Line 

( Hapag  Shares)    (Germany) 
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Harpen  Mining  Industry 
(Harpener  Bergbau 
Shares)     (Germany) 

Hollandsche  Spoor.,  4% 
Bonds    (Holland) 

Home  &  Colonial  Stores,  "A" 
Cum.  Ord (England) 

Hungarian     General     Colliery 

Co.,  Ltd (Hungary) 

Hungarian  Kronenrente, 
4%   (Hungary) 

Hungarian  Land  Mortgage 
Inst.,  4%  Bonds  (Hungary) 

Hungarian  Sugar  Indus- 
try     ( Hungary) 

Hypothecaire  d'Egypte,  4% 
Bonds   (Belgium) 

Hypothecary  Loan,  3^% 
Bonds    (Norway) 

Imperial  Tobacco  Co.  (Of 
Great    Britain    &    Ireland) 

Ltd.  £1  Ord.  Sh (England) 

India,  3^%  Bonds (England) 

Interior  Debt,  4%  Bonds  ....  (Spain) 

Jutland  Estate  Owners  Bonds, 
4J4%     (Denmark) 

Jutland  Small  Holders  Bonds, 

4%  ( Denmark) 

Kaiser  Ferdinands-Nordbahn 
N  o  t  e  n  Prioritatsanleihe, 
4%    (Austria) 

Kingdom     of     Hungary,     4% 

Bonds    ( Hungary) 

Kingdom  of  Hungary,  4J^% 
Bonds    (Hungary) 

Korsnas  Sagverks  Aktiebo- 
lag    ( Sweden) 

Krupp  A.  G.,  4%  Bonds. .  (Germany) 

La  Providence  (Belgium) 

Laurentide  Company   (Canada) 

La  Vesdre,  5%  Bonds.  ...  (Belgium) 
Liniere    des    Flandres,    4%% 

Bonds   (Belgium) 

Liniere  La  Lys   (Belgium) 

Local  Loans,  3%  Bonds. . .  (England) 
London  County  Council,  3^% 

Bonds   (England) 

London  &  Northeastern  Rail- 
way Cons.,  Ord.  Stk. . . .  (England) 


London  &  Northwestern  Rly., 
3%  Deb.  Bonds (England) 

Madrid     Saragosse     Alicante, 

5%  Ser.  A (Spain) 

Madrid     Saragosse     Alicante, 

4H%  Ser.  B (Spain) 

Madrid     Saragosse     Alicante, 

4%  Ser.  C (Spain) 

Madrid,  Saragosse,  Alicante. .  (Spain) 
Meininger      Mortgage      Bank, 

4%   Bonds    (Germany) 

]\Iessageries      Maritimes,      5% 

Bonds    ( France ) 

]\Ietropolitan  3%  Consolidated 

Bonds   (England) 

Metropolitan      Water      Board 

"B,"  2%  Bonds  (England) 

Mines  de  Bourges (France 

Mines  et  Fond,  de  Zinc  de  la 

Vieille  Montagne (Belgium) 

Montreal  L  H.  &  P.  Cons. .  (Canada) 

Xederland,  3^^%  Bonds.  ..  (Holland) 

Nederlandsche  Indische  Gas 
Maatschappij     (Holland) 

Nederlandsche  Fabriek  van 
Werktuigen  en  Spoorweg- 
materieel  "A"  Shares.  . . .  (Holland) 

Nederlandsche  Gist  en  Spir- 
itusfabriek    ( Holland) 

New  South  Wales,  4% 
bonds    ( England) 

Nieder.  Oest.  Landes-Hypothe- 
ken-Anstalt  Pfandbriefe,  4% 
Bonds  (Austria) 

Nord  de  I'Espagne (Spain) 

Nord  Espagne  Preferred  Bar- 
celona, 3%  Bonds   (Spain) 

Nord  et  Mines  San  Juan  De 
Las  Abadesas,  3%  Bonds.  .  (Spain) 

Nord  Huesca  a  France,  4% 
Bonds    ( Spain) 

Nord  R.  R.,  2^%  Bonds. ..  (France) 

Nord  R.  R.,  3%  Bonds (France) 

Nord  R.  R.,  4%  Bonds (France) 

Nord  Speciales  Almansa  Va- 
lencia y  Tarragona,  4% 
Bonds    ( Spain) 

Nord  Villalba  a  Segovia,  4% 
Bonds    (Spain) 

Norsk  Hydro  Elektrisk  Kavel- 
stofFabrik  ( Norway) 
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Northern  Pacific,  Prior  Lien 
Gold  4%  Bonds  (U.  S.  A.) 

Norway  State  Loan,  3% 
Bonds    (Norway) 

Oesterreichische    Gold    Rente, 

4%  Bonds  (Austria) 

Oesterreichische  Kronen- Rente, 

4%  Bonds (Austria) 

Oesterreichische       Lokaleisen- 

bahn    Prioritaten,    3% 

Bonds     (Austria) 

Oesterreichische       Ungarische 

Staats-Eisenbahn  Ges. . .  .  (Austria) 
Ogilvie  Flour  Mills,  1st  Mort. 

6%  Bonds  (Canada) 

Ogilvie  Flour  Mills (Canada) 

Ostifternes   Credit  Association 

VII,  4H%  Bonds  (Denmark) 

Ougree  Marihaye   (Belgium) 

Paris     Lyons     Mediterranean 

R.  R.,  3%  Cons.  Bonds. .  .  (France) 

Part  Civile  Suez (France) 

Peninsular   &    Oriental    Steam 

Navigation    Co.,    Def.    Ord. 

Stk (England) 

Pennsylvania  R.  R.  Cons.,  4% 

Bonds    (U.  S.  A.) 

Peoples    Gas,    Light    &    Coke 

Company,  Chicago (U.  S.  A.) 

Permanent  Interior  Debt,  4% 

Bonds    (Spain) 

Philips  Lamps    (Holland) 

Prager  Eisen  Industrie  Gesell- 

schaft  (Austria) 

Prestito  Unificato  Milano,  4% 

Bonds    (Italy) 

Providence,  5%  Bonds. ...  (Belgium) 
Prussian    Cons.,    3^%    Loan 

Bonds    (Germany) 

Rimamurany-Salgotarjan   Iron 

Works  Co.,  Ltd (Hungary) 

Rotterdamsche     Droogdok 

Mij    (Holland) 

Russian    Government,    3% 

Bonds    (France) 

Ry.    Congo   Sup.   aux    Grands 

Lacs  Africains  (Belgium) 

Saint-Gobain  (France) 

Salomon  Skofabrik  (Norway) 


Sambre  et   Moselle,   4j^% 

Bonds   (Belgium) 

Schneider  &  Cie  (Creusot) . .  (France) 
Scholten's     Aardappelmeelfab- 

rieken    (Holland) 

Schous  Bryggeri   (Norway) 

Shawinigan  (Canada) 

Shell     Transport     &    Trading 

Co.,  Ltd.,  n  Ord.  Sh. . . .  (England) 

Sinking  Debt,  5%  Bonds (Spain) 

Sinking  Debt,  4%  Bonds (Spain) 

Soc.  Generale  Italiana  "Edi- 
son" di  Elettricita  (Italy) 

Soc.    Lombarda   per    Distribu- 

zione    di    Energia    Elettrica 

"Vizzola"   (Italy) 

Societe      Generale      de      Bel- 

gique  (Belgium) 

Societe  Industrielle  Alumi- 
num     ( Switzerland) 

Societe  Industrielle  p.  la 

Schappe  ( Switzerland) 

Southern    Pacific,    Conv.    4% 

Bonds    (U.S.A.) 

St.    Egydier    Eisen   und    Stahl 

Aktien    (Austria) 

Ste  Aan  de  Vedrin   (Produits 

Chimiques)    (Belgium) 

Ste   Financiere   de   Transports 

et  d'Entreprises  Indust  (So- 

fina)    (Belgium) 

Ste  Gle  Chemins  de  fer  Econo- 

miques    (Belgium) 

Steamship    Company,    Danne- 

borg    ( Denmark) 

Steel  Company  of  Canada ..( Canada ) 
Steel  Company  of  Canada,  1st 

Mort.  6%  Bonds (Canada) 

Stockholnis     Intecknings     Ga- 

ranti,  AB5%  Bonds (Sweden) 

Stora    Kopparbergs    Bergslags 

Aktiebolag    (Sweden) 

Stora  Kopparbergs   Bergslags, 

AB5%  Bonds   (Sweden) 

Svcnska   Aktiebolaget  Gassac- 

cumulator    ( Sweden) 

Swedish      Government,     3.6% 

Bonds    ( Sweden) 

Swiss    Federal     Rlys,    4% 

Rent ( Switzerland) 

Swiss  h'ederal  Rlys.,  Ser.  A.K., 

314%  Bonds (Switzerland) 
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The   City   Mortgage   Bank   of 
the  Kingdom  of  Sweden,  5% 

Bonds    (Sweden) 

Thomson  -  Houston,     4% 

Bonds    (France) 

Thomson  Shares    (France) 

Tofte  Cellulosefabrik (Norway) 

Trafikaktiebolaget       Granges- 

berg-Oxelosund    (Sweden) 

Tramways   d' Antwerp (Belgium) 

Tramways  de  Bangkok. . . .  (Belgium) 

Tramways  de  Bilbao (Belgium) 

Tramways     de     Buenos 

Aires (Belgium) 

Tramways  de  Rosario (Belgium) 

Tramways  de  Rotterdam. .  (Belgium) 
Transports  &  Entreprises  Ind. 

Sofina,  4%  Bonds  (Belgium) 

Transvaal,  3%  Bonds (England) 

Union   Miniere  du   Haut   Ka- 
tanga   ( Belgium) 


Union  Pacific,  4%  Non-Cum. 
Pref (U.S.A.) 

United  Cement  Factory  of 
Beocsin  Co.,  Ltd (Hungary) 

United  States  Rubber  Com- 
pany     (U.  S.  A.) 

Urikany-Zsil  Valley  Hungar- 
ian Colliery  Co.,  Ltd. ..  (Hungary) 

Van   Berkels'   Patent (Holland) 

Vickers,    5%     First     Deb. 

Bonds   (England) 

Vickers,    Limited,    £1     Ord. 

Sh (England) 

Wagons  Lits,  4%  (B.C.- 
D.E.)    (Belgium) 

Wiener  Verkehrsanlagen,  4% 
Bonds     (Austria) 

Zuid  Holland,  4J4% 
Bonds    (Holland) 
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A/G.     der     Sackschen     Bier- 

brauerei     (Esthonia) 

Banca  Comertului  Craiova  (Roumania) 

Banca  De  Credit  Roman.  (Roumania) 

Banca    Marmorosch,    Blank   & 

Co ( Roumania) 

Banca  Romaneasca (Roumania) 

Bank   of   Poland,   4^%    Land 

Mortgage  Bonds    (Poland) 

Bank  Polski    (Poland) 

Banque  Franco-Beige  et  Bal- 
kanique    (Bulgaria) 

Banque     Nationale     de     Rou- 

manie  ( Roumania) 

Bonds  of  the  Mortgage  Bank 
of  Latvia  (8%  Latvija: 
Hipoteku  Bankas)    (Latvia) 

Bonds  of  the  Riga  Mortgage 
Society  (10%  Rigas  Hipo- 
teku Biedribas)    (Latvia) 

Bonds  of  the  Riga  Town 
Credit  Society  ( 10%  Rigas 
Pilsetas  Kreditbiedribas) . .  (Latvia) 

Bonds  of  the  State  Land  Bank 
of  Latvia  (6%  Valsts  Zemes 
Bankas)   (Latvia) 

Bulgare  6%  Rente  1923  Empr. 
des  Refugies ( Bulgaria) 

Caminho    de    Ferro    de    Ben- 

guella  (  Portugal ) 

"Chrysalis"  Silk  Factories.  .  (Greece) 
Cia.  Aguas  de  Lisboa. ...  (Portugal) 

Cia.  Colonial  do  Buzi ( Portugal ) 

City  of  Warsaw,  8%  Mortgage 

Bonds    (Poland) 

Credito   Paedial    ( Portugal ) 

Enipr.  National,  6J^%,  1921  (Bulgaria) 
Empr.     de     Requisition,     6%, 
1914 (Bulgaria) 


Enaux,  6^%,   1923 (Bulgaria) 

External     Sinking    Fund    8% 
Gold  Bonds,  1925 (Greece) 

General  Industrial  Co.  "Vio"( Greece) 
Greek  Loan  for  the  Indemni- 
fication  of    Greek    Subjects, 

8%,  1927 (Greece) 

Greek  Loan,  5%,  1914  (Greece) 

Greek     Refugee     Loan,     7%, 
1924   (Greece) 

Hellenic  Electric  Railways. .  (Greece) 

Kansallis-Osake-Pankki   . . .  (Finland) 
Kymi  Oy.  (Kymmene  Ab.) .  (Finland) 

Letters   de   Gage   Credit   Fon- 

cier  Rural    (Roumania) 

Letters   de   Gage   Credit   Fon- 

cier  Urbain   (Roumania) 

Lietuvos  Bankas   (Lithuania) 

Lilpop   (Poland) 

Lithuanian  Liberty  Loan.  (Lithuania) 

National  Bank  of  Greece. . . .  (Greece) 
Nordiska  Foreningsbanken .  (Finland) 
Northern     Paper     &     Pulp 
Works,  Ltd (Reval,  Esthonia) 

Ostrowiec    (Poland) 

Portuguese  4]^2%   Gold  Loan, 

1912   (Portugal) 

Portuguese  External  3%  First 

Series (  Portugal ) 

Portuguese  External  3%  Third 

Series (  Portugal ) 

Portuguese   Internal   0}^% 

Cold,   1923   (Portugal) 
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S.  A.  Bulgare  "Granitoid".  (Bulgaria) 
S.    A.    Bulgare    pour    I'lndus- 

trie  Ceramique  "Isida"  . .  (Bulgaria) 
S.    A.    Fabriques    de    Tabacs 

Reunies    (Bulgaria) 

G.  Scheel  &  Co (Esthonia) 

Silk  Weaving  "D.  Nathanail  & 

Co."   (Greece) 

Soc.  Car  patina   (Roumania) 

Soc.  Cladirea  Romaneasca( Roumania) 
Soc.  Dacia  Romania  ....  (Roumania) 

Soc.  Leonida  (Roumania) 

Soc.  Letea    (Roumania) 

Soc.  Resita  (Roumania) 

Ste.    Bulg.    d'Ass'n.    "Balkan" 

Transport-Incendie    ....  (Bulgaria) 
Ste.  Bulg.  d'Ass'n.  "Bul- 
garia"   (Bulgaria) 

Suomen      Sokeri      (  F  i  n  s  k  a 
Socker)   (Finland) 


Tampereen  Pellava  (Tammer- 
fors  Linne  &  Jernm) ....  (Finland) 

The  Esthonian  Hypothecary 
Bank  8%  Bonds   (Esthonia) 

The  Seven  Per  Cent  League 
of  Nations  Loan (Esthonia) 

Valtion     I     Vap.     1     1918-66 

(Statens  I  Frihetsl) (Finland) 

Valtion    II    Vap.     1     1918-66 

(Statens  II  Frihetsl) ....  (Finland) 
Valtion    Tornator     I     1919-66 

(Statens  Tornator  1) (Finland) 

Valtion    Sotavahinkol.    1920-68 

(Statens  Krigskadel)  ...(Finland) 
Vahion    Torparil.    1919-59 

(Statens  Tor  par  el)    (Finland) 

Valtion     7%      1.     1922-72 

(Statens  7%  1) (Finland) 
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